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PREFACE 


The  research  papers  in  this  final  volume  of  the  Staff  Studies  of 
the  Third  Quadrennial  Review  of  Military  Compensation  were 
developed  to  provide  a blue  print  for  implementation  of  a military 
compensation  system  of  the  future.  They  are  based  on  the  com- 
pensation system  recommendations  of  the  QRMC,  and  incorporate 
the  additional  recommendations  and  the  techniques  of  the  QRMC 
Staff  described  in  the  previous  volumes,  to  complete  the  system. 

These  studies  were  completed  by  the  nucleus  of  the  QRMC  Staff 
remaining  after  the  QRMC  had  concluded  its  deliberations: 

Mr.  Douglas  D.  McCormick,  LCol  C.  S.  Naatjes,  USA,  and 
Mr.  Charles  W.  Malphurs,  with  assistance  of  CDR  Norman  A. 

Mayo,  USN,  and  Mr.  Peter  K.  Ogloblin. 

The  QRMC  proposed  a modernized  pay  and  allowances  system  in- 
corporating the  major  elements  of  pays  and  benefits  in  a total 
compensation  system.  This  system  would  use  a pay  standard 
based  on  work  level  linkages  to  the  Federal  Civil  Service  compen- 
sation system,  and  would  include  explicit  recognition  of  the  Military 
Factor^--  the  net  diffe rences  between  conditions  of  military  service 
and  conditions  of  civilian  employment.  ' i 

One  paper  was  developed  to  demonstrate  the  policy  implications  i.  ^ 
putting  into  effect  a modernized  form  of  the  present  military  pay 
and  allowances  system  in  which  pay  is  linked  to  Civil  Service  pay 
to  provide  the  military  pay  standard.  The  recommended  standard 
and  each  of  several  other  possible  standards  creates  a different  pay- 
line which  achieves  a different  degree  of  competitiveness  in  the  man- 
power market  and  in  turn  influences  the  system  of  bonuses  and 
special  pays  used  to  fine  tune  its  competitiveness  in  higher  paid 
skills.  Two  such  paylines  are  illustrated  in  the  paper. 

During  the  course  of  the  quadrennial  review,  the  administration 
initiated  steps  toward  a rental  system  for  military  housing. 

Because  of  the  likelihood  that  a rental  system  would  alter  the  non- 
taxable  nature  of  the  quarters  allowance,  and  because  a fully  tax- 
able system  appeared  to  overcome  some  of  the  disadvantages  of 
if,-  current  pay  and  allowances  system,  the  Staff  prepared  a paper 
oo  creation  of  a pay  and  allowances  system  with  taxable  basic 
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allowances.  A third  paper  was  prepared  to  explore  establishing 
a military  pay  system  in  salary  form  because. this  major  alternative 
has  been  ctie  subject  of  strongest  disagreement  in  recent  studies 
of  military  compensation.  The  three  papers  were  organized  in 
similar  fashion  to  simplify  comparison  between  the  various  pay 
systems. 

The  final  paper  presents  a way  of  putting  the  total  compensation 
concept  into  operation  considering  currp  t capabilities  in  the  public 
and  private  sectors  for  measuring  the  ^ mparability  of  fringe 
benefits.  Tal^en  together  these  papers  demonstrate  the  conclusions 
of  the  QRMC  Staff  that  the  compensation- setting  methods  can 
support  but  cannot  substitute  for  management  judgement,  and  that 
much  evolutionary  development  would  be  needed  before  a total 
compensation  setting  and  adjusting  process  could  be  relegated  to 
routine  application  of  an  econometric  formula. 

These  staff  studies  represent  the  kind  of  work  that  will  have  to  be 
done  to  manage  total  military  compensation  in  an  integrated  way. 
They  have  not  been  judged  by  or  modified  for  the  QRMC.  They 
represent  the  views  of  the  QRMC  Staff;  their  publication  does 
not  imply  approval  or  endorsement  by  the  Department  of  Defense. 

All  of  the  papers  published  by  the  Quadrennial  Review  of  Military 
Compensation  may  be  reproduced  and  disseminated  without  further 
authorization.  Additional  copies,  beyond  those  initially  distributed, 
may  be  purchased,  by  volume,  from  the  Government  Printing  Office, 
Washington,  D.  C. 


J.  R.  Talbot 
Captain,  USN 
Staff  Director 
Third  QRMC 


WASHINGTON,  D.  C. 
January,  1977 
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1.  Allowance 

An  indirect  or  contingent  remuneration  which  may  or  may  not  be 
earned,  and  which  is  sometimes  in  the  nature  of  compensation  and 
sometimes  in  the  nature  of  reimbursement. 

(Clifford  Jones  vs.  The  United  States.  60  Ct  Cls  552,  April  13,  1925) 

2.  Asterisked  Item 

An  entitlement,  service,  or  advantage  to  a service  member  or  dependent 
provided  by  the  Government  to  recognize  unusual  working  or  living 
conditions  peculiar  to  military  service  life.  For  pay  comparison 
purposes,  such  an  entitlement,  service,  or  advantage  may  be  classified 
as  either  a compensation  item  or  a non-compensation  item,  but  would 
not  be  called  a pay  or  a fringe  benefit. 

3.  Contributory  Retirement  System 

A retirement  system  whereby  a service  member  contributes  periodically 
an  amount  of  money,  which  is  combined  with  a matching  or  other  stated 
multiple  amount  contributed  on  the  part  of  the  Government,  to  finance 
member  retirement. 

I.  Fringe  Benefits 

A financial  advantage  to  a service  member  which  is  a compensation 
item  and  is  provided  as  an  addition  to- the  military  equivalent  of 
civilian  salary  or  wages  and  to  special  or  premium  pays.  A specific 
fringe  benefit  is  not  necessarily  received  by  or  even  available  to  all 
service  members. 

>.  Government  Incurred  Costs 


Government  incurred  costs  result  from  exigencies  of  the  operating 
requirements  of  military  service  which  cannot  reasonably  be  considered 
as  payment  for  work  performed. 

Military  Compensation  Item 

A military  compensation  item  is  one  that: 


a. 


Costs  the  Government  money,  either  directly  or  indirectly,  now  or 
in  the  future.  an<i 
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b.  Is  of  value  to  the  recipient,  exclusive  of  reimbursements  and  certain 
Government  incurred  line  of  duty  costs,  in  one  or  more  of  the 
following  ways: 

(1)  It  adds  net  cash  to  his  current  income, 

(2)  It  permits  him  to  realize  a current  net  cash  saving, 

(3)  It  creates  a present  value  to  him  based  on  the 
prCijpect  of  future  receipt,  and 

c.  Is  considered  compensation  by  other  federal,  or  government 
agencies,  and  in  the  majority  of  instances  in  private  industry,  and 

d.  Is  measurable. 

Militar-  Equivalent  Salary 

A combination  or  sum  of  those  items  of  military  compensation  that 
are  considered  the  equivalent  of  civilian  salary. 

Military  Salary  System 

A system  of  compensation  whereby  the  military  equivalent  salary  is 
paid  entirely  in  cash  and  is  fully  taxable. 

Non-Compensation  Benefit 

a.  An  advantage  to  a service  member  or  dependent  which,  when 
available,  is  not  an  item  of  compensation,  but  is  provided  due  to  a 
moral  or  other  obligation  of  the  Government;  or 

b.  The  favorable  circumstance  resulting  from  its  exercise  is  either 
primarily  or  equally  advantageous  to  the  Government;  or 

c.  Is  provided  at  little  or  no  cost  or  inconvenience  to  the  Government, 
but  directly  enhances  morale  and  well-being  of  the  recipient. 

Pays  and  Allowances  System 

A compensation  system  comprised  of  various  pays,  allowances  and  benefits 
provided  in  cash  or  in-kind  and  based  upon  both  remuneration  for  service 
performed  as  well  as  to  fulfill  certain  and  distinct  purposes  including 
Government  obligation. 


...... . niiiimpiji.'jii.ii 


11.  Regular  Compensation  or  Regular  Military  Compensation  (RMC) 


” 'Regular  compensation'  or  'regular  military  compensation  (RMC)' 
means  the  total  of  the  following  elements  that  a member  of  a uniformed 
service  accrues  or  receives,  directly  or  indirectly,  in  cash  or  in 
kind  each  payday:  basic  pay,  basic  allowance  for  quarters,  basic 
allowance  for  subsistence,  and  federal  tax  advantage  accruing 
to  the  aforementioned  allowances  because  they  are  not  subject  to 
Federal  income  tax.  " (37U.S.C.  101(25)) 


1 2.  Salary 


A fixed  periodic  .sum  of  taxable  cash  normally  paid  in  increments  as 
the  usual  full  monetary  return  for  services  performed  without  regard 
to  marital  status  or  family  size. 


13.  Special  Pays 


Taxable  cash  pays  that  depend  on  special  occupational  qualifications  or 
duty  performance. 


14.  Total  Military  Compensation  (TMC)  or  Military  Compensation 


a. 


b. 


The  sum  of  all  items  of  compensation  that  members  of  the  uniformed 
services  accrue  or  receive,  directly  or  indirectly,  in  cash  or  in  kind. 
The  composition  of  all  items  of  military  compensation  without 
regard  to  the  number  or  type  of  these  items  to  which  any  particular 
member,  officer  or  enlistc4,  ^ay  be  entitled. 

The  sum  of  military  equival^t  salary,  fringe  benefits,  and  special 
and  premium  pays  for  an  individual  service  .nember. 


1 5.  Vesting 


The  attainment  by  a participant  of  a benefit  right,  attributable  to  employer 
contributions,  that  is  not  contingent  upon  a participant's  contribution  in 
specified  employment. 


(Bulletin  of  the  Commission  On  Insurance  Terminology  of  the  American 
Risk  and  Insurance  Association  - Vol,  I,  No.  4.  ) 


16.  Vested  Liabilities  (Public  Law  93-406,  Sept.  20,  1974) 


The  present  value  of  the  immediate  or  deferred  benefits  available  at 
normal  retirement  age  for  participants  and  their  beneficiaries  which 
are  non-forfeitable. 


MODERNIZED  MILITARY  PAYS  AND  ALLOWANCES  SYSTEM 

A Staff  Research  Paper 
Prepared  For 

The  Third  Quadrennial  Review 
Of  Military  Compensation 


15  January  1977 


12  Nov  1976 
Rev.  30  Nov  1976 
Rev.  15  Jan  1977 


QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 
STAFF  RESEARCH  PAPER 
MODERNIZED  MILITARY  PAY  AND  ALLOWANCES  SYSTEM 

I.  Purpose:  To  describe  a system  to  implement  the  modernized  pay 

and  allowances  system  including  pay  setting  methods,  candidate  pay- 
lines aud  pay  tables,  and  to  provide  system  cost  comparisons  and  tran- 
sition cost  estimates, 

II.  Introduction; 

The  1975  Quadrennial  Review  of  Military  Compensation  has 
recommended  a modernized  pay  and  allowances  system  for  military 
personnel,  providing  for: 

a.  A single  basic  pay  scale  designed  as  the  principal  reward  for 
work  and  duty; 

b.  non-taxable  BAQ,  set  to  meet  the  housing  costs  experienced 
by  military  personnel  with  and  without  dependents,  when  not  provided 
qu;*rters  suitable  for  attained  rank; 

c.  ncn-taxable  BAS  set  to  meet  the  food  costs  experienced  by 
military  personnel  when  not  provided  rations; 

d.  Housing  or  BAQ  for  aeBbers  on  sea  duty  and  extended  field  duty; 

e.  A system  of  bonuses  and  special  and  incentive  pays  to  meet 
personnel  requirements  in  specific  skills. 
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A key  feature  of  the  system  proposed  by  tne  QRMC  is  that  military 
pay  levels  are  set  to  a pay  sUndard  which  provides  competitive  levels  of 
pay  in  a comparability  based  system.  The  standard  will  be  based  on 
work  level  linkages  with  the  Federal  Civil  Ser/ice.  A number  of  stan- 
dards are  useable,  including  linkage  to; 

• The  General  Schedule  at  the  nearest  whole  grade  to  the  work 
level  of  the  selected  military  grade. 

• The  General  Schedule  at  the  intergrade  work  level  point  equal  to 
the  work  level  of  the  selected  nllltary  grade. 

• For  the  enlisted  force,  the  mix  of  the  nearest  whole  grade  in  the 
General  Schedule  and  the  Wage  Grade  (WG)  system  equal  to  the  mix  of 
white  collar  and  blue  collar  type  skills. 

• The  tntergrade  work  levels  equal  to  the  selected  military 

grade  but  using  the  GS/WG  mix  for  the  enlisted  force.  The 
QRMC  selected  the  first  alternative,  on  the  basis  of  its 
simplicity  and  familiarity. 

The  QRMC  considered  a number  of  possible  linkage  points  for  set- 
ting military  paylinee.  The  preference  was  for  two  points  for  each 
payline;  E-3  and  E-7  for  the  enlisted  payline,  and  0-2  and  0-6  for  the 
officer  payline. 
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This  system  contrasts  with  the  current  system  which  is  not  anchored 

to  any  pay  standard,  althoueh  many  have  thought  so  because  of  the  matching 
pay  raise  procedures  that  have  been  used  since  1967.  A pays  and 
allowances  system  is  especially  well  suited  to  the  way  a military  force 
functions.  In  many  situations  the  force  must  be  quartered  and  sub- 
sisted at,  or  in  close  proximity  to,  their  duties.  Allowances  must  be 
provided  at  adequate  levels  when  such  is  not  the  case.  That  means 
the  allowances  must  be  set  to  meet  costs  actually  experienced  by  mili- 
tary personnel. 

Since  a pay  and  allowance  system. has  different  objectives  than  a 
salary  system,  a means  is  required  to  select  pay  equivalencies  which 
recognize  work  or  service  equivalencies  without  distorting  the  purposes 
of  a pay  and  allowances  system.  The  Regular  Military  Compensation 
(RMC)  concept  was  used  for  this  purpose  from  1967  to  1974  to  provide 
military  pay  increases  which  matched  civilian  salary  increases.  RMC 
was  treated  as  the  military  pay  and  allowances  equivalent  of  civilian 
salary.  Because  this  system  put  all  of  the  pay  increase  into  the 
elenenc  of  RMC  for  work  and  duty  performed  — basic  pay  — It  distorted 
the  resulting  RMC  and  Inflated  retired  pay. 

In  1974  RMC  was  abandoned  as  the  pay  increase  base  and  replaced 
with  a system  of  percentage  increases  in  its  cash  components  only.  A 
definition  of  RMC  was  retained  in  the  law,  however,  for  the  purposes  of 
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making  pay  comparisons  with  civilian  salaries.  When  RMC  was  the 
basis  for  calculating  pay  raises,'  the  allowance  levels  were  quickly  dis- 
torted. Under  the  equal  percentage  method,  basic  pay  increases  kept 
pace  with  civilian  pay  increases.  But  the  allowances  increased  with 
civilian  pay  increases,  and  this  continued  to  distort  them  froni  food  and 
shelter  cost  changes.  BMC  could  be  set  equal  to  a salary  standard  with 
the  allowances  adjusted  based  on  food  and  housing  costs.  But  bs  sic  pay 

then  would  become  a residual  amount,  distorted  from  its  intent. 

Since  these  methods  are  inadequate  for  pay  setting  purposes,  the  QRMC 

Staff  has  developed  a pay  setting  technique  to  meet  the  following  objectives; 

a.  Set  pay  on  the  basis  of  equal  pay  for  approximately  equal  work. 

b.  Use  civilian  salary  as  the  pay  standard. 

c.  Recognize  civilian  basic  salary  as  pay  for  work  or  service. 

d.  Recognize  military  basic  pay  as  pay  for  service  or  duty. 

e.  Set  the  two  basic  military  allowances  on  the  basis  of  their 
objectives  in  a pay  and  allowance  system. 

Military  Pay  Standard.  Since  the  quarters  and  subsistence 
allowances  are  set  on  different  criteria,  only  the  basic  pay  por'ion  of 
the  pay  and  allowances  system  can  be  linked  to  a standard  derived  from 
linked  grade  salaries.  This  is  accomplished  by  deducting  from  civilian 
basic  salary  the  expense  elements  for  food  and  shelter.  Since  Civil  Service 
basic  salary  is  intended  to  be  comparable  to  private  sector  salaries,  the 
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food  and  shelter  offsets  can  be  based  on  appropriate  national  data. 
National  data  is  readily  available  while  civil  service  data  is  not.  This 

net  salary  standard  can  act  as  the  parity  standard  for  military  basic  oay 

after  corrections  for  taxes.  At  a given  linkage,  the  civilian  pays  more 

taxes  than  the  military  member  because  the  full  civilian  basic  salary 

is  taxed.  Therefore,  parity  should  be  established  on  the  portion  of  the 

"net  salary  standard"  and  military  basic  pay  after  a Federal  income 

tax  offset  is  determined  in  an  appropriate  manner. 

Pay  Adjustments.  Annual  changes  in  the  civilian  offsets  from 

civilian  salary  used  in  determining  the  Net  Salary  Standard  will  differ 

from  the  annual  salary  increases  recei'/ed  by  Civil  Service  employees. 

This  could  result  in  military  Basic  Pay  adjustments  which  are  greater 

than  or  less  than  Civil  Service  salary  increases.  It  is  conceivable 

that  even  the  need  for  a decrease  in  basic  pay  would  be  indicated.  To 

prevent  this  situation  and  to  create  stability  and  simplicity  to  the  pay 

adjustment  process,  adjustments  to  the  military  pay  elements  will  be 

made  as  follows: 

a.  Annual  military  basic  pay  increases  will  be  the  same  as  the 
General  Schedule  increase. 

b.  Annual  adjustments  will  be  made  to  the  BAQ  and  BAS  rates  using 


annual  changes  in  the  BLS  indices  for  housing  and  food. 
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c.  The  distortions  from  the  Net  Salary  Standard  which  will  result 
from  these  annual  pay  adjustment  mechanisms  will  be  corrected  at  each 
quadrennial  review  of  military  compensation. 

Concept  Summary^  At  each  linkage  grade,  the  components  of 
the  military  equivalent  of  civilian  salary  can  be  calculated  as 
follows: 

a.  Basic  pay  will  be  set  at  parity  with  a net  salary  standard 
determined  from  civilian  basic  salary  less  average  civilian  shelter 
and  food  costs. 

b.  BAQ  and  BAS  will  be  set  on  the  basis  of  appropriate  cost 
criteria.  Military  personnel  experience  housing  and  food  expenses 
that  vary  substantially  from  civilian  averages.  (See  Tab  A.  ) 

Further,  the  military  quarters  element  distinguishes  family  status. 
Therefore,  the  basis  for  BAQ  and  BAS  rates  is  not  the  same  as  the 
basis  for  shelter  and  food  expense  offsets  to  civilian  basic  salary 
for  determining  the  "net  salary  standard.  " 

c.  The  result  of  this  pay  setting  methodology  will  be  a military 
RMC  which  will  be  approximately  the  same  as,  but  not  identical  to, 
civilian  basic  salary.  Its  allowance  elements  will  adjust  to  the 
expenses  for  which  they  are  intended.  Its  pay  element  will  be  set 


based  on  the  civilian  basic  salary  sUndard  and  thus  respond  only  to 


the  movements  of  pay  for  work  in  the  economy.  The  concept  is 
illustrated  at  Tab  B. 

III.  Determining  Housing,  Food,  and  Tax  Cost  Offsets  to  Civilian  Salar 

a.  Civilian  Housing  Expense.  The  candidate  sources  for  this  data  are: 

j the  Annual  Housing  Survey,  published  by  the  Bureau  of  the  Census;  the 

General  Schedule  Employee  Housing  Cost  Survey,  taken  by  the  Department 
of  State  in  the  Washington,  D.  C.  area;  and  a calculation  from  the  Annual 
Housing  Survey  and  the  Bureau  of  Census  Consumer  Income  Report.  By 

mid  1977  the  first  source  can  be  used  to  relate  housing  expenditures 
to  salary.  In  the  interim  the  third  source  is  used  . See  Tab  C for  a 
detailed  discussion. 

b.  Civilian  Food  Cost.  The  candidate  sources  for  this  data  are: 
a Consumer  Expenditure  Survey,  a one-time  BLS  diary  of  actual  con- 
sumption expenditures;  the  Department  of  Agriculture  Family  Food 
Plan,  which  is  estimates  of  the  cost  of  three  food  plans;  and  BLS  Family 
Budgets,  which  are  1969  cost  estimates  of  three  standards  of  living 
adjusted  by  the  CPI  since  then.  The  first  and  last  of  these  sources  were  used 
together  to  provide  a reasonable  and  stable  basis  for  civilian  food  costs 
because:  (1)  the  data  are  updated  annually  by  BLS;  (2)  they  cover  food  at  home 
and  away  from  home;  and  (3)  they  realistically  show  food  expenditures 

increasing  with  salary.  The  drawbacks  of  this  choice  are  that  actual 
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food  expenditures  are  not  reflected  and  the  annual  update  is  based  on  CPI 
rather  than  direct  pricing.  See  Tab  D for  a detailed  discussion. 

c.  Federal  Income  Tax  Cost.  The  candidate  sources  for  this  data  for 
tax  purposes  are  IRS  statistics  of  average  deductions  as  related  to  family 
adjusted  gross  income  levels  and  calculations  based  on  the  standard  deduction. 
The  standard  deduction  method  was  chosen  because;  (1)  many  GS  employees 
have  working  spouses  or  outside  income  which  should  not  be  included  in  these 
calculations:  (2)  Use  of  the  first  method  would  require  some  type  of  regression 
technique  to  solve  for  the  deduction  and  these  techniques  have  not 
yielded  satisfactory  levels  of  correlation;  (3)  the  standard  deduction  is 
used  by  the  majority  of  persons  filing  tax  returns;  and  (4)  the  standard 

deduction  is  simple  and  regularized  in  law.  Family  size  assumptions  were 

based  on  national  population  data.  For  a more  detailed  discussion,  see 
Tab  E, 

IV.  Setting  BAQ  and  BAS  Rates  and  Calculating  Military  Taxes: 
a.  BAQ.  The  annual  Naval  Facilities  Command  (NAVFAC) 
survey  covers  rental  and  ownership  costs  by  pay  grade  for  married  personnel. 
The  national  averages  of  expenditures  on  housing  actually  experienced  by 
members  in  each  grade  will  be  used  to  set  BAQ.  Bachelor  BAQ  should  be  set 
in  the  same  manner  but  the  NAVFAC  survey  doesn't  include  bachelor  data 
yet.  Until  data  on  actual  expenditures  is  available,  the  current  relationship 
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of  with  to  without  dependents  BAQ  has  been  used  for  illustrative  purposes. 
See  Tab  F for  a more  detailed  di'scussion. 

b.  BAS.  A single  BAS  rate  will  be  established  for  all  military 
personnel  instead  of  varying  the  rate  by  salary  as  was  done  on  the  civilian 
food  cost  offset.  The  government's  obligation  to  subsist  its  members  does 
not  vary  with  grade.  For  reasons  of  equity  the  officer  rate  will  be  set 
equal  to  the  enlisted  rate.  The  source  chosen  was  the  same  as  that  for 
civilians  and  the  average  or  intermediate  value  was  used  to  set  the  BAS 
rate.  See  Tab  F for  a more  detailed  discussion. 

c.  Federal  Income  Tax.  The  standard  deduction  was  applied  to 

known  military  family  size  distributions  consistent  with  longstanding 

practices  for  RMC  calculations.  According  to  a recent  IRS  sample  of 

military  tax  returns,  over  70%  of  the  military  force  use  the  standard 

deduction;  there  isn't  a satisfactory  mathematical  relationship  between 

tax  deduc*:ions  and  adjusted  gross  income;  and,  of  those  military  who 

1 

itemize  deductions,  the  deductions  vary  widely.  The  reasons  already 
listed  for  the  civilian  tax  considerations  also  apply. 

Tables  of  Military  Basic  Pay;  The  basic  pay  tables  are  built  around 
the  linkage  grades.  Intergrade  relationships  from  the  current  basic 
pay  table  have  been  used  to  establish  the  enlisted  and  officer  paylines 
because  those  relationships  have  been  developed  to  meet  force  .management 

needs.  Intragrade  differentials  from  the  current  basic  pay  table  could  not 

1 

See  QRMC  Staff  Research  Paper  "Tax  Advantage",  29  June  1976. 
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be  used  because  they  were  irregular  and  varied  widely.  Regularized 
intragrade  progression  rates  are  developed  from  civilian  practices  to 
provide  meaningful  increases  to  recognize  performance  improvements 
that  on  the  average  result  from  additional  time  in  service.  Steps  were 
added  at  the  one  year  point,  to  match  private  sector  practices  for  entering 
employees,  and  at  the  24,  28,  30  and  32  year  points  to  smooth  out  departure 
patterns  in  the  senior  grades  by  serving  as  an  inducement  to  remain  on 
active  duty  considtent  with  personnel  management  objectives.  Finally, 
the  three  special  pay  grades,  0-lE,  0-2E,  and  0-3E,  for  officers  who  have 
over  four  years  of  enlisted  service  were  eliminated  at  no  significant  in- 
crease in  cost.  The  1971  All  Volunteer  Force  pay  raises  have  eliminated 
the  pay  inversions  which  made  that  separate  pay  table  desirable.  For  a fuller 
discussion,  see  Tab  G. 

VI.  Briplementation.  The  military  equivalent  salary  which  results  from  the 
methodology  is  shown  at  Tabs  G-2  through  G-5,  The  basic  pay  tables  are 
at  Tab  G-9,  BAQ  and  BAS  at  Tab  F.  The  linkage  grades  used  are  E-3,  E-7, 
0-2  and  0-5.  The  latter  grade  is  used  in  lieu  of  the  preferable  0-6  because 
0-6  linkage  data  was  not  developed  in  staff  research  on  linkage.  To  provide 
a comprehensive  and  integrated  compensation  plan  based  on  the  modernized 
pays  and  allowances  system,  a detailed  list  of  41  related  compensation  ele- 
ments and  transition  assumptions  is  provided  at  Tab  H.  The  major  features 


in  that  plan  are:  • 


• The  new  system  becomes  effective  October  1978. 

• Current  basic  pay  and  allowance  rates  will  remain  in  effect  on  an 
optional  basis  for  an  additional  period  of  about  5 years  until  all  active  duty 
members  shift  to  the  new  tables  without  loss  of  basic  pay.  No  pay  raises 
to  the  old  rates  after  October  1980. 

• The  DoD  proposal  for  military  retirement  mfjdernixation  will  be  adopted. 

• Linkages  are  to  the  General  Schedule  whole  grade  nearest  the 
w^rk  level  of  the  military  linkage  grade.  The  enlisted  linkage  Is  to 

GS  only,  not  a mix  of  blue  and  white  collar. 

• Bonuses  and  special  pays  will  be  unlinked  from  basic  pay 

and  set  at  specified  levels. 

• Enlisted  bonuses  and  special  pays  in  critical  specialties  will 

be  used  more  extensively  because  blue  collar  occupations  were  excluded  from 
the  linkage.  Thus  the  general  basic  payline  is  lower  but  more  specialties 
will  require  competitive  bonuses  to  meet  manning  requirements. 

• PCS  travel  entitlements  are  extended  to  junior  enlisted  members. 

• The  "fair  market"  rental  system  (FMR)  for  government  housing  is 
not  adopted  because  adoption  of  a housing  rental  scheme  In  a pay  system 
srlth  non-taxable  BAQ  would  probably  result  In  change  of  the  non-taxable 
status  of  the  allowances. 

a Members  on  sea  duty  and  extended  field  duty  are  entitled  to 
government  housing  — or  the  quarters  allowance  when  adequate  housing 
Is  not  provided  — as  are  all  other  nembers. 
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• Variable  Housing  Allowance  (VHA)  for  the  United  States  is  adopted. 

Comparative  systems  costs  are: 

Comparative  Costs  1 
($  Millions) 


Current 

Modernized 

System 

System 

Basic  Pay 

$ 16,  054.4 

$13,  543.  5 

BAQ 

3,  285.1 

5,110. 7 

QIK 

1,  531.6 

2,314.9 

BAS 

1.  844.4 

2,  822,5 

SIK 

729.2 

1,319.5 

(Tax  Adv) 

(1,270.4) 

(1,9  85.8) 

RMC2 

22,454.  3 

23,  462.  5 

DOO  Personnel  Budget  Costs  of 
Costs  of  RMC  items3 

18,  923.  1 

17.842.3 

Other  elements 4 
Recurring  System  Costs 

13,828.  6 
$32,751.  -> 

12,974.8 

$30,817.1 

Transition  Costs 

$790.4 

I 


u 


Detailed  cost  comparisons  are  shown  in  Tab  I to  permit  evaluation 
of  separate  elements  in  the  context  of  the  total  system. 


Cost  estimates  are  based  on  the  President's  FY  77  budget  submission. 


Sum  of  Basic  Pay,  BAQ,  BAS,  and  Tax  Advantage. 


RMC  less  QIK,  SIK,  and  less  tax  advantage. 


3, 


Includes  Retirement  pay  accrual  of  $4,570.innllllon  under  current 
system  and  $3,258.3  million  under  proposed 
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Alternative  Work  Level  Linkage  Standaras. 

This  research  paper  has  developed  a pay  setting  methodology  for  a 
modernized  pay  and  allowances  system.  One  of  several  possible  pay 
standards- -the  one  selected  by  the  QRMC  Study  Group- -was  used  to 
illustrate  the  technique  and  to  provide  cost  estimates  The  adequacy 
of  the  standard  in  meeting  force  management  needs  and  in  achieving 
acceptability  among  military  personnel  requires  management  judgments 
not  necessarily  reducible  to  quantitative  comparisons.  Considerations 
bearing  on  these  judgments  include: 

• Basic  pay  is  reduced  in  all  grades  and  most  longevity  steps, 
substantially  so  in  many  grades.  The  appearance  of  pay  reduction  may 
not  be  offset  by  the  visible  improvement  in  the  allowances  and 

the  use  of  a VHA  to  deal  with  housing  cost  variations. 

• The  reduced  enlisted  pay  levels  will  require  application  of  a 
broadened  range  of  enlistment  and  reenlistment  bonuses  to  a 
substantially  increased  proportion  of  the  force.  With  too  nigh 
a proportion  of  the  force  on  "shadow"  paylines  above  the  cotmon 
basic  payline  the  advantages  in  motivation  and  esprit  expected 
from  that  common  pay  base  may  be  lost  or  even  reversed.  At 
some  point,  the  theoretical  efficiency  of  the  approach  would  be 
offset  by  the  loss  of  system  effectiveness  in  performance 


motivation  and  retention. 
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• The  reduced  basic  pay  levels  will  reduce  retired  pay  scales 
under  both  the  current  retired  pay  system  and  the  Retirement 
Modernization  Act  system  endorsed  by  the  QRMC  Study  Group. 

if  the  retired  pay  scales  resulting  from  placing  RMA  on  the 
current  basic  p^  scales  are  the  appropriate  and  Intended  scales, 

then  adoption  of  the  recommended  standard  would  require  some 
adjustment  to  the  retired  pay  multipliers  in  RMA.  Alternatively 
rationalization  of  the  resulting  retired  pay  scales  could  be 
attempted.  However,  since  RMA  was  designed  without  consi- 
deration of  substantial  restructuring  of  current  basic  pay  scales, 
this  would  appear  to  be  extremely  difficult. 

Because  considerations  like  these  may  well  be  more  important  than 
more  quantifiable  ones,  the  QRMC  Staff  applied  its  military  pay  setting 
technique  to  one  of  the  other  possible  military  pay  standards.  This 
provides  another  set  of  cost  estimates  and  another  set  of  pay  tables  to 

be  considered.  The  intergrade  positioning  links  on  the  weighted 

1 

average  of  GS  as.d  WG  were  selected  for  this  puroose: 


Pay 

Grade 


Civil  Service  Linkage 


1 


E-3  Weighted  average  of:  13%  of  way  between  GS-3  and  GS-5 

and  79%  of  way  between  WG-5  and  WG-6. 


These  and  the  other  potential  linkage  standards  are  detailed  in  Staff 
Research  Paper  "Military  and  Civilian  Work  Comparison",  10  May  1976 
{Rev  27  Dec  1976)  pl04. 
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E-7  Weighted  average  of:  18%  of  way  between  GS-7  and  GS-9 

and  24%  of  way  between  WS-9  and  WS-  10. 


0-2  14%  of  way  between  GS-9  and  GS-11. 

0-5  24%  of  way  between  GS- 14  and  GS15. 

The  linkage  pay  comparisons,  officer  and  enlisted  basic  paylines, 
officer  and  enlisted  pay  tables,  and  system  cost  comparisons  are  at 
Tab  J. 

To  develop  system  cost  estimates  for  the  Modernized  Pay  and  Allowances 
System  under  both  alternative  linkages  (Tab  1 and  Tab  J)  Illustrative 
assumptions  were  made  which  were  consistent  with  the  recommendations 
of  the  QRMC  Study  Group.  These  assumptions  would  probably  be  changed 
In  the  process  of  actual  conversion  to  a Modernized  Pay  and  Allowance 
System.  For  example: 

o The  "forfeiture"  of  BAQ  at  the  assumed  average  off  post  housing 
cost  levels  would  on  the  average  greatly  overcharge  members  living 
In  government  quarters,  especially  bachelors,  and  would  probably  be 
judged  unacceptable.  Rather  than  rejecting  the  whole  pay  and  allowances 
system,  however.  It  Is  more  likely  that  alternative  BAQ  standard 
would  be  chosen.  For  example,  the  standard  of  average  off  post  costs 
at  the  lowest  cost  ten  stations  would  significantly  lower  BAQ  costs,  and 
increase  ooewhat  less  the  cost  of  VHA.  This  would  make  BAQ  "forfeiture" 
rates  more  "reasonable." 


( j 
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• Retired  pay  is  based  on  the  provisions  of  the  1976  Retirement 
Modernization  Act  (RMA)  proposal.  The  RMA  proposal  was  designed  to  be 
based  upon  current  basic  pay  levels.  Because  basic  pay  levels  under  the 
Modernized  system  are  reduced,  in  some  cases  dramatically,  the  resulting 
retired  pay  level  would  bear  no  relationship  to  the  levels  Intended  by  RMA.  A 
new  basis  for  calculating  retired  pay  levels  would  have  to  be  developed, 
so  that  restructuring  of  basic  paylines  would  not  antomatlcally  result 
in  major  alterations  in  retired  pay  values.  This  is  in  keeping  with 
the  assumption  made  in  most  compensation  studies  by  proponents  of  a 
military  salary  system  that  conversion  to  a salary  system  should  not 
automatically  result  In  increased  retired  pay  through  application  of 
existing  retired  pay  multipliers  to  the  significantly  changed  active 
duty  pay  rate  base. 

This  staff  paper  .does  not  cost  all  of  the  possible  pay  standards, 
allowance  standards,  and  compensation  system  changes  which  could  be 
made  In  implementing  a Modernized  Pay  and  Allowances  System  using  the 
methodology  proposed.  But  the  tvro  illustrative  cares  developed  high- 
light the  fact  that  the  interrelationship  of  system  components  makes  it 
essential  that  management  decisions  on  individual  components  be  taken 
in  an  integrated  fashion  giving  consideration  to  objectives  of  the 
components,  appropriateness  of  rates,  and  to  reasonableness  and 
creilblilty  as  well  as  to  aggregate  cost.  In  a non-taxable  pay  and 
allowances  system  these  considerations  are  especially  relevant  to  the 
relationship  between  BAQ  and  VHA,  and  between  basic  pay  and  retired  pay. 


imi.ui4;i,mwu ainn.nij^t |j  i. <■  ».«!fii>JB!l*WUMW »ipmww«m m.ii 


MONTHLY  HOUSING  COSTS  AS  A PERCENT  OF  FAMILY  INCOME, 
MARRIED  MILITARY  PERSONNEL  AND  CIVIUANS  OF 
COMPARABLE  INCOME  CLASSES,  CY  1974  ^ 


Military 

Personnel 

Housing 

Costs  as 

a Percent  of  Family  Income 

Pay 

MHC  as  % 

Grade 

of  RMC 

Rental  Percent 

Homeowner  Percent 

Civilian  Military 

Civilian 

Milita  ry 

06 

18.7 

9.6 

14.5 

1 1 

17.  H 

05 

21.4 

9.6 

16.3 

1 1 

19.7 

04 

23.  1 

11.3 

17.0 

13 

21.4 

03 

23.6 

11.3 

16.8 

14 

22.5 

02 

23.9 

11.  i 

17.2 

14 

23.2 

01 

26.7 

15.3 

19.3 

16 

27.  4 

All  Officers  22.  9 

11.3 

16.8 

13 

21.9 

E8 

23.8 

11.3 

19.4 

14 

21.5 

E7 

24.9 

15.3 

19.4 

16 

22.6 

E6 

26.6 

15.3 

20.3 

16 

25.0 

E5 

26.8 

15.3 

19.7 

18 

26.  1 

E4 

27.0 

15.3 

19.9 

IB 

26.9 

E3 

28.7 

19.5 

21.2 

20 

27.6 

All  Enlisted  26.  8 

15.  3 

20.0 

18 

25.8 

Total 

25.  9 

15.  3 

19.3 

18 

24.9 

QRMC  Staff  Research  Paper,  Variable  Housing  Allowance,  September  27, 
1976,  page  43. 


DETERMINATION  OF  MILITARY  PAY  UNDER  A 
MODERNIZED  PAYS  AND  ALLOWANCES  SYSTEM 


GENERAL  SCHEDULE 
SALARY 


MILITARY  EQUIVALENT 
SALARY 


Housing 

Cost 

Food 

Cost 

Income  Tax 
Cost 

Net 
Salary 
S tandard 

BAQ 


BAS 


Tax  Adv. 

Tax 

Paid 


Net 

Basic 

Pay 

Equivalent 


M-litary 

Basic 

Pay 
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CIVILIAN  HOUSING  EXPENSES 


Several  measures  of  civilian  housing  expenses  can  be  used: 

(1)  Annual  Housing  Survey:  1974.  This  annual  report 

published  by  the  Bureau  of  the  Census  and  the  Department  of  Housing 
and  Urban  Development  includes  data  on  housing  expenditures,  both 
rental  and  homeovnership,  as  a function  of  family  Income.  However, 
this  data  is  not  directly  useful  since  the  Net  Salary  Standard  is  to 
be  based  on  General  Schedule  scales,  not  on  the  family  income 
of  civil  servants.  Although  not  published  in  their  annual  report,  the 
Census /HUD  survey  does  collect  data  on  wage  and  salary  income  of  heads 
of  household.  It  is  possible,  therefore,  to  relate  housing  costs, 
ownership  and  rental,  to  the  wage  or  salary  of  head  of  household. 

This  data  is  available  to  the  public  on  computer  tape.  It  will  be  used 
as  the  basis  for  determining  the  housing  offset  to  the  civilian  salary. 
The  computer  data  containing  the  results  of  the  1975  survey  will 
become  available  in  the  summer  of  1977.  These  data  could  be 
obtained  routinely  from  Census  and  indexed  to  the  appropriate  date 
for  pay-setting  purposes. 

(2)  General  Schedule  Employee  Survey.  The  Department  of 
State  surveys  rental  and  ownership  costs  of  married  male  General 
Schedule  employees  in  the  Washington,  D.  C.  area.  This  data  is  used 
by  the  State  Department  in  establishing  housing  and  cost  of  living 
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allowances  for  certain  government  civilians  overseas.  This  index  is 
not  as  useful  for  Net  Salary  Standard  calculations  as  the  Census/HUD 
survey  since  the  State  Department  survey  is  taken  only  once  every  five 
years  and  only  in  Washington,  D.  C.  It  cannot  be  determined  whether 
bousing  expenditure  patterns  for  General  Schedule  employees  in 
Washington,  where  housing  costs  are  atypical,  are  applicable  through- 
out the  country. 

(3)  Calculation  from  Census/HUD  Annual  Housing  Survey  and 
Census  Consumer  Income  Report.  The  Bureau  of  the  Census  Consumer 
Income  Jleporti  provide  data  on  the  portion  of  family  income  earned 
by  heads  of  household.  This  information  can  be  applied  to  Annual 
Housing  Survey  data  to  calculate  housing  expense  as  a function  of 
salary.  This  method  provides  housing  expense  information  sooner 
than  is  currently  possible  using  Census/HUD  Housing  Survey  data  by 
■alary  of  head  ■)/  household  directly.  It  would  be  less  accurate  than 
the  direct  data,  and  thus  less  desirable  for  pay-setting  purposes.  Never- 
tbe  less  it  can  be  used  for  working  estimates  to  permit  assessment  of 
the  proposed  system  in  this  paper.  At  Attachment  1 is  a detailed  explanation  of 
this  approximation  technique  used  to  estimate  Civilian  Housing  Cost  at 
each  of  the  four  linkage  grades. 
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ESTIMATING  AVERAGE  CIVILIAN  HOUSING  EXPENSE 


The  Bureau  of  Census  Consumer  Income  Report  provides  data  on  the 
proportion  of  income  earned  by  heads  of  household.  This  data  shows  that 
on  the  average  about  77%  of  family  income  in  the  United  States  is  head  of 
household  wages  or  salaries. 

The  Census/HUD  Annual  Housing  Survey  provides  data  on  housing 
expense  as  a function  of  family  income.  These  data  can  be  combined  to 
estimate  the  family  income  of  heads  of  household  earning  the  salary  of 
civilians  at  the  linkage  grades.  Eor  example,  the  civilian  linkage  salary 
for  E-3  is  $7,  339.  The  estimated  average  family  income  at  this  salary 
level  is  $7,  339  i . 77  or  $9,531.  Once  family  income  is  known,  housing 
costs  can  be  estimated  from  Census  data  which  relates  housing  costs  to 
family  income. 


MEDIAN  RENTAL  EXPENDITURES 
AS  A PERCENT  OF  INCOME  1 


Income  Class  Percent 

3,  000-4,  999  32.4 

5.000- 6,999  24.4 

7.000- 9,999  19.5 

10.000- 14,999  15.3 

15.000- 24,999  11.3 

25,  000  and  over  9.  6 


1 

Rental  expenditures  include  utilities  payments. 
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SELECTED  MEDIAN  HOUSING  COSTS  AS  A 
PERCENT  OF  INCOME,  HOMEOWNERS  1 


Income  Class 

Percent 

2, 000-3,999 

45 

4, 000-5, 999 

31 

6, 000-7,999 

24 

8,000-9,999 

20 

10, 000-12,499 

18 

12, 500-14, 999 

16 

15,  000-19,  999 

14 

20,  000-24,  999 

13 

25,  000  and  over 

11 

1 

Selected  housing  costs=mortgage  payments  + utilities  + insurance  + real 
estate  taxes. 

Regression  analysis,  is  made  on  each  of  the  two  data  sets  to  derive 
housing  cost  estimating  relationships  (CER)  to  income  levels.  The  two 
CER's  are: 

(1)  Homecwnershlp  Co8ts*$l,124  + .0785  (Family  Income) 

(2)  Rental  Costs=70.9  ♦(Family  Income)  .35 

For  estimated  family  income  levels  at  each  of  the  four  linkage  grades, 
estimates  of  rental  and  homeownership  costs  can  be  made.  These  separate 
estimates  of  rental  and  ownership  costs  are  then  combined  according  to  the 
proportion  of  renters  and  homeowners  at  those  family  income  levels  to 
derive  a siigle  estimate  of  housing  costs  at  each  of  the  linkage  grades. 

The  following  table  shows  the  calculation  of  housing  costs. 
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ES  TIMATED  HOUSING  COSTS 
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CIVILIAN  JOOD  COSTS 


Unlike  housing  expenses,  there  is  no  annual  survey  of  food 
expenditures  by  Federal  government  data  collection  agencies.  As  a 
result,  it  is  necessary  to  use  less  direct  data  for  calculating  food  expen- 
diture offsets  to  determine  the  Net  Salary  Standard.  There  are  several 
alternative  sources  for  estimating  food  costs  for  an  individual: 

(1)  Consumer  Expenditure  Survey,  BLS  took  a one  year  detailed 
survey  of  actual  civilian  expenditures  for  food  by  income  levels.  (Con- 
sumer Expenditure  Survey  Series:  Dairy  Survey,  July  1973- June  1974). 
These  data  were  compiled  from  diaries  of  actual  consumer  expenditures 
maintained  by  a sample  of  approximately  10,000  families.  This  survey 
is  the  only  comprehensive  source  of  detailed  information  on  actual 
expenditures  by  family  size  and  income  level,  it  includes  food  at  home 
and  away  from  home  , While  actual  expenditures  are  the  most  appropriate 
data,  the  BLS  survey  is  not  taken  on  a regular  basis.  Data  from  1974 
requires  adjustments  to  both  the  food  expenditure  figures  to  reflect 
the  food  cost  increases  since  that  time  period  and  the  change  in  income 
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levels  since  that  period  in  relation  to  the  food  cost  increases.  Alterna- 
tively, the  BLS  data  could  be  used  by  making  an  assumption  that  food 
expenditures  as  a function  of  income  remains  relatively  stable.  While 
this  assumption  may  be  correct  for  short  periods  of  time,  it  should  not 
be  extended  indefinitely.  Since  this  BLS  survey  is  not  updated  regularly, 
and  its  next  update  is  uncertain,  it  is  tindesirable  as  the  primary  data 
source  for  calculating  civilian  food  expense. 

(2)  Agriculture  Family  Food  Plan.  The  Department  of 
Agriculture  publishes  data  on  the  cost  of  food  at  home  for  various  age 
categories  and  family  sizes.  (See  Attachment  I. ) Estimates  of  food  costs 

at  three  assumed  food  plans  are  shown  for  each  of  the  categories. 

These  plans  represent  three  levels  of  cost  for  food  at  home.  However, 

they  do  not  reflect  how  much  people  actually  spend  for  food,  and  do  not 
relate  food  expenditures  to  income  levels,  though  food  expenditures  vary 

significantly  by  income  level.  They  are  therefore  not  useful  for  estimating 
civilian  food  cost. 

(3)  BLS  Family  Budgets.  The  Bureau  of  Labor  Statistics 
publishes  annually  three  hypothetical  family  budgets  which  portray  the 
costs  of  three  relative  stcindards  of  living  - described  as  lower,  inter- 
mediate, and  higher  (Tj.S.  Department  of  Labor  Report  76-759,  May  5, 
1976).  These  budgets  are  based  on  direct  pricing  done  in  1969, 
updated  annually  through  BLS  CPI  adjustments.  The  budgets  do  not  show- 


how  families  of  this  type  actually  spend  their  money.  They  represent 
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asBuxnptions  m&de  about  the  manner  of  living  at  each  of  the  three  levels. 

The  budgets  are  broken  down  into  various  consumption  categories  in- 
cluding a food  budget  that  represents  food  at  home  and  away  from  home. 

Attachment  2 shows  the  3 budget  levels  for  an  urban  family  of  4 and  the 
food  expenditure  portion  of  the  budgets.  The  BLS  Family  Budgets  also 
show  total  consumption  budgets  for  single  persons,  also  shown  in  Attachment 
/Ithough  BLS  does  not  break  down  the  total  consumption  budgets  of 
single  persons  into  each  of  the  individual  consumption  items,  it  is 
possible  to  estimate  food  expenditures  for  single  persons  and  families 
of  four.  The  ratio  of  food  expenditures  of  singles  to  families  with 
four  members  reported  in  the  BLS  Consumer  Expenditure  Survey 
(described  in  (a)  above)  was  .36.  This  very  closely  parallels  the 
relationship  between  the  total  consumption  budget  of  singles  and  their 
mode)  family  of  four  at  each  of  the  three  budget  levels  (.  35).  There- 
fore, the  relationship  between  the  food  element  and  the  total  con- 
sumption of  the  four  member  model  family  can  be  applied  to  the  total 
consumption  estimate  of  the  single  person  family  to  give  a reasonable 
estimate  of  food  expenditures  for  a single  person.  This  produces  the 
following  estimates  of  food  cost  at  the  three  budget  levels: 


Lower 

Intermediate 

Higher 

Annual 

$1037 

$1353 

$1695 

Daily 

$2.84 

$3.71 

$4.64 
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The  estimated  family  income  of  heads  of  household  earning 
salaries  of  the  General  Schedule  linkage  grades  correspond 
approximately  to  the  BLS  family  budgets  as  follows: 


F am 

ily  Budget  Level  ^ 

Lower 

Intermediate 

Higher 

Total  Budget 

$9,588 

$15,318 

$22,294 

GS-3,  Step  2 

9,531 

GS-7,  Step  4 

15,779 

GS-9,  Step  2 

18,092 

GS-14,  Step  3 

37,  209 

1 

Estimates  of  family  income  from  General  Schedule  salaries  is 
explained  in  Tab  C,  Appendix  1.  While  the  family  income  at  the  GS-14 
level  is  significantly  higher  than  the  BLS  family  budget,  food 
expenditures  should  not  be  appreciably  higher.  The  Consumer 
Expenditures  Survey  shows  that  the  actual  dollar  amount  of  food 
expenditures  remains  relatively  constant  past  the  $20,000  family 
income  level. 


Tab  D 


A 


nmmT[ 


5 


On  this  basis  the  civilian  food  cost  for  the  Net  Salary  standard 
at  the  linkage  grades  will  be  as  follows:  GS-3,  lower  budget  ($1,  037); 
GS-7  and  GS-9,  intermediate  budget  ($1,  353);  GS-14,  higher  budget 
($1,695). 

In  summary,  there  is  no  best  single  source  for  determining 
civilian  food  cost  as  there  is  for  determining  civilian  housing 
expense.  The  BLS  Family  Budgets,  factored  for  the  single  person 
using  the  BLS  Consumer  Expenditure  Survey  was  chosen  as  a 
reasonable  and  stable  basis  because:  (1)  the  data  is  updated  annually 
by  BLS;  (2)  they  cover  food  both  at  home  and  away  from  home;  (3) 
they  realistically  show  food  expenditures  increasing  with  income. 

The  drawbacks  with  using  this  source  are:  (1)  they  do  not  reflect 
actual  food  expenditures;  and  (2)  the  annual  update  is  based  on  CPI 
rather  than  on  direct  pricing. 
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Cost  of  Food  at  Home  ]J  Estimated  for  Food  Plans 
at  Three  Cost  Levels,  September  1975,  U.S.  Average 


Cost 

: for  1 week 

Cost 

for  1 month 

Sex-age  groups 

Low-cost 

plan 

Mode rat e- 
coit  plan 

Liberal 

plan 

Low-cost 

plan 

Moderate- 
cost  plan 

Liberal 

plan 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

F.AMILIES 
Family  of  2:  7j 

20-54  years 

29.10 

;-6.60 

44.10 

126.30 

158.70 

191.20 

55  years  and  over 

25.70 

32.00 

38.40 

111.40 

138.80 

166. 30 

Family  of  4: 

Children,  1-2  and  3-5  years.... 

40.90 

51.10 

61.50 

177.20 

221.60 

266.50 

Children,  6-8  and  9-11  years... 

49.50 

62.10 

74.80 

214.30 

259.30 

324.00 

INDIVIDUALS  3/ 

Child 

7 months  to  1 year 

5.40 

6.70 

7.90 

23.50 

28 . 80 

34.20 

i-2  years I 

6.60 

8.10 

9.70 

28.40 

35.10 

41.90 

3-5  years 

7.80 

9.70 

11.70 

34.00 

42.20 

50.80 

5-8  years 

10.20 

12.80 

15.40 

44.20 

55.50 

66.70 

9-11  years 

12.80 

16.00 

19.30 

55.30 

69.50 

83.50 

Male: 

12-14  years 

13.60 

17.10 

20.50 

59.00 

74.00 

88.90 

15-19  years 

15.10 

18.90 

22.80 

65.40 

82.00 

98.80 

20-54  years 

14.70 

18.60 

22.50 

63.80 

80.60 

97.40 

55  years  and  over 

12.90 

16.10 

19.40 

55.80 

69.70 

83.90 

Female: 

12-19  years 

12.10 

15.10 

18.00 

52.50 

65.20 

78.00 

'0-54  vears 

11.80 

14.70 

17.60 

:0 

63.70 

76.40 

55  years  and  over 

10.50 

13.00 

15.50 

4:>.50 

56.50 

67.30 

Rrcgnant 

14.50 

17.no 

21.40 

62.80 

77.60 

92.70 

Nursing 

15.40 

19.20 

23.00 

66.90 

83.20 

99.50 

,1/  These  estimates  were 

computed 

from  quantities  in 

food  plans 

published 

in  Fanilv 

Economics  Review,  Winter  1975. 

, The  costs  of  the 

food  plans 

were  first 

estimated 

by  using  the  average 

price  per  pound  of 

each  food 

group  paid  by  urban 

survev 

families  at  three  selected  food  cost  levels  in  1965-66.  These  prices  were  adjusted 
to  current  levels  oy  use  of  Retail  Food  Prices  bv  Cities  released  periodically  by 
the  Bureau  of  Labor  Statistics. 

2/ Ten  percent  added  for  family  site  adjustment.  See  footnote  3. 

3/ The  costs  given  are  for  individuals  in  i-oersor.  families.  For  i.idividuals  in  other 
site  families,  the  following  adjustments  are  suggested:  1-person — add  20  percent; 
2-person--add  10  percent;  3-person — add  5 percent:  5-person--sub:racc  3 percent; 
6-or-rcore-person--subtract  10  percent. 

L'.S.  Tipartment  of  Agriculture 
Agric  ulcural  Research  Service 
{'ensume:'  and  Food  Economics  Institute 
iiyattsvi  Lie,  ,-,q  107S2 
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HYPOTHETICAL  FAMILY  BUDGETS 


Autumn  1975 


Lower 

Intermediate 

Higher 

Total  Budget 

$9, 588 

$15, 318 

$22, 294 

Total  Consumption 
Food  Expenditures 

$7,795 
$2, 952 

$11, 725 
$ 3,827 

$16, 141 
$ 4,819 

Total  Consumption 
for  Singles 

$2, 730 

$ 4, 100 

$ 5,650 

Source:  Bureau  of  Labor  Statistics,  USDL;  76-759 
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FEDERAL  INCOME  TAX 


There  are  several  alternatives  for  calculating  Federal 

incoxre  tax  paid  by  civilians: 

(1)  Internal  Revenue  Service  (IRS)  Average  Tax  Data. 

The  IRS  publishes  annually  a report  called  Statistics  of  Inconie- 

Individual  Income  Tax  Returns  which  relates  average  tax  deductions 

to  family  adjusted  gross  income  levels.  To  use  this  data  would 

require  assumptions  about  the  relationship  between  head  of  household 
salary  and  adjusted  gross  income,  as  was  discussed  in  the  Civilian 

Housing  Expense  Section.  This  is  undersirable  for  pay-setting 

purposes. 

|'2)  Standard  Deduction  on  Military  Family  Size.  The 
Federal  income  tax  on  civilian  salary  can  be  calculated  based  on  the 
same  family  size  distribution  as  military  personnel  at  the  linkage 
grades.  This  approach  is  convenient  because  the  data  elements  - -tax 
rates,  GS  salary  rates  and  military  family  size  is  readily  available. 
The  use  of  the  standard  deduction  isolates  the  Tax  Paid  estimate 
from  non-salary  related  family  income  and  expense.  However, 
family  size  is  more  a function  of  age  than  of  income,  and  the  military 
force  is  of  a very  constrained  age  range  compared  to  civilian  groups. 
These  considerations  make  this  alternative  undesirable. 
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(3)  Standard  Deduction  on  Civilian  Family  Size.  Federal 
income  tax  on  civilian  salary  can  be  calculated  based  on  civilian 
family  size.  Data  relating  average  family  size  to  General  Schedule 
grade  is  not  currently  available.  National  data  on  family  size  as  a 
function  of  head  of  household  salary  is  not  available  either.  However, 
the  average  family  size  for  the  population  as  a whole  is  available  and 
can  reasonably  be  applied  to  the  Federal  Civil  Service  since  family  size 
is  not  necessarily  a function  of  income  level.  The  current  average 
family  size  in  the  Uiated  States  is  three.  (Current  Population  Reports, 
Consumer  Income,  ^iureau  of  the  Census).  Therefore,  a family  size 
of  three  is  assumed  for  calculating  civilian  Federal  Income  Tax  Expense 
at  the  linkage  grades.  There  is  no  available  data  on  the  relationship  between 
tax  deductions  and  head  of  household  salary.  The  use  of  the  standard 
deduction  assumption  is  longstanding  practice  in  military  RMC  calculations. 
It  permits  reasonable  isolation  of  tax  expense  associated  with  salary  from 

tax  expense  associated  with  other  income  and  individual  family  deduction 
characteristics.  This  alternative  was  selected  as  the  most  reasonable 
and  stable  basis  on  which  to  calculate  the  Civilian  Tax  Paid. 
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BASIC  ALLOWANCE  FOR  QUARTERS  AND  BASIC 
ALLOWANCE  FOR  SUBSISTENCE  UNDER  THE 
MODERNIZED  PAYS  AND  ALLOWANCES  SYSTEM 


a.  Basic  Allowance  for  Quarters. 

The  Basic  Allowance  for  Quarters  (BAQ)  will  be  set  to  defray 
costs  based  on  housing  expenses  experienced  by  military  personnel. 

The  annual  Naval  Facilities  Command  (NAVFAC)  survey  covers  both 
rental  and  homeowner  ship  costs  by  pay  grade.  The  national  average 
military  housing  expense  *^or  each  pay  grade  determined  from  this  survey 
will  be  used  as  the  basis  for  establishing  BAQ  rates.  For  implementation 
of  this  pay  system,  the  survey  would  have  to  be  refined  to  also  include 
rental  and  homeownership  expenses  of  bachelors  and  possibly  to  modify 
its  timing  to  more  closely  approximate  the  timing  of  annual  pay  adjust- 
ments or  of  BLS  surveys  used  to  calculate  the  "net  salary  standard"  link. 
Currently  the  NAVFAC  survey  covers  only  housing  cost  of  married 

personnel.  Data  from  the  latest  survey  (January  1976)  are  used  in 
calculating  married  BAQ  rates.  The  current  relationship  of  bachelor 

BAQ  to  married  BAQ  is  used  to  estimate  bachelor  housing  costs  until 

bachelor  housing  costs  are  collected. 
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b.  Basic  Allowance  for  Subsistence. 

The  Basic  Allowance  for  Subsistence  (BAS)  rates  will  be  set 
based  on  a food  cost  index  which  reflects  the  food  cost  experience  of 
military  personnel.  A single  BAS  rate  will  be  established  for 
enlisted  personnel  in  recognition  of  the  government's  obligation  to  provide 
subsistence  to  military  members  and  that  this  obligation  does  not  vary 
by  pay  grade.  The  current  inversion  of  officer  and  enlisted  rate  is  a 
result  of  the  pecularities  of  successive  pay  adjustment  mechanisms. 

There  is  no  need  to  subsist  officers  at  levels  different  from  enlisted 
personnel.  Therefore  for  equity  officer  and  enlisted  cash  subsistence 
rates  will  be  set  at  the  same  rate. 

There  is  no  data  on  how  much  military  personnel  actually  spend 
for  food.  In  lieu  of  that  data,  there  are  several  alternatives  which  can 
be  used  as  the  basis  for  BAS  rates; 

- The  raw  food  cost  of  a daily  ration  to  the  Department  of  Defense. 
The  current  rate  is  $2,73.  This  alternative  has  the  advantage  of  equalising 
the  allowance  of  enlisted  members  receiving  subsistence  in  cash  and  in  kind 
and  of  officers  and  enlisted  members.  It  is  also  quite  close  to  the  BLS 
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consumption  budget  daily  food  cost  for  lower  budgets.  It  has  the  disadvan- 
tage of  not  accurately  reflecting  average  food  costs  of  military  memberi; 
who  do  not  receive  subsistence  in  kind. 

- A food  cost  index  which  measures  the  cost  of  subsisting  an  indi- 
vidual on  the  civilian  economy.  There  are  three  data  sources  available  for 
measuring  food  costs  on  the  economy:  (1)  The  Consumer  Expenditure 

Survey  Series  which  measures  actual  food  expenditures;  (2)  The  Depart- 
ment of  Agriculture  estimate  of  the  cost  of  food  at  home  for  defined  food 
plans;  (3)  and  the  fil^S  Family  Budget  levels  which  estimate  costs,  both  at 
home  and  away,  at  three  defined  standards  of  living.  This  latter  index  is 
the  best  of  the  three  data  sources  for  accurately  measuring,  on  a contin- 
uing basis,  food  cost  expenditures  on  the  civilian  economy.  The  interme- 
diate budget  level,  equal  to  $3.  71  per  day,  is  an  appropriate  BAS  rate 
since  it  represents  food  costs  of  people  subsisting  at  their  own  expense 
and  since  a single  BAS  rate  will  be  established  for  all  military  grades. 

It  can  also  be  considered  an  appropriate  charge  to  members  on  cash  BAS 
who  at  their  own  option  use  government  messing  facilities  as  including  the 
portion  of  mess  operating  costs  not  attributable  to  military  and  contingency 
requirements.  ^ This  alternative  will  be  used  as  the  basis  for  BAS  rates 
in  this  paper. 

Attachment  1 shpws  the  estimated  BAQ  and  BAS  rates  using  this 
methodology. 

^ See  QRMC  Staff  Research  paper  "Subsistence",  17  November  1975 
for  discussion  of  this  issue. 
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ESTIMATED  MONTHLY  BASIC  ALLOWANCE  FOR  QUARTERS  (BAQ)  AND  BASIC 
ALLOWANCE  FOR  SUBSISTENCE  (BAS)  UNDER  THE  MODERNIZED  PAYS 
AND  ALLOWANCES  SYSTEM 


BAQ  With  Dependents 

BAQ  Without  Dependents 

BAS 

GRADE 

MODERNIZED  1/ 

CURRENT 

MODERNIZED  3/ 

CURRENT 

MODERNIZED  4/ 

CURRENT 

0-10 

$620  2/ 

$319 

$496 

$255 

$113 

$53 

0-9 

620  2/ 

319 

496 

255 

113 

53 

0-8 

620  2/ 

319 

496 

255 

113 

53 

0-7 

620  2/ 

319 

496 

255 

113 

53 

0-6 

556 

286 

456 

235 

113 

53 

0-5 

502 

265 

417 

220 

113 

53 

0-4 

457 

239 

379 

198 

113 

53 

0-3 

383 

217 

310 

176 

113 

53 

0-2 

303 

195 

239 

154 

113 

53 

0-1 

258 

157 

199 

121 

113 

53 

W-4 

441  2/ 

230 

366 

191 

113 

53 

W-3 

376  2/ 

212 

305 

172 

113 

53 

W-2 

300  2/ 

193 

237 

152 

113 

53 

W-1 

293  2/ 

178 

226 

137 

113 

53 

E-9 

335  2/ 

204 

238 

145 

113 

77 

E-8 

313 

191 

222 

135 

113 

77 

E-7 

288 

179 

187 

116 

113 

77 

E-6 

258 

166 

165 

106 

113 

77 

E-5 

218 

154 

146 

103 

113 

77 

E-4 

187 

134 

125 

90 

113 

77 

E-3 

177 

116 

122 

80 

113 

77 

E-2 

177  2/ 

116 

108 

71 

113 

77 

E-1 

177  2/ 

116 

101 

67 

113 

77 

y Average  off  post  housing  costs  as  developed  from  January  1976  NAVFAC  Survey. 

2/  Insufficient  number  of  responses  in  NAVFAC  Survey  for  these  grades  to  estimate 

housing  costs.  Estimates  of  housing  costs  for  these  grades  was  based  on  the  current 
B.AQ  relationships  at  the  following:  0-10  through  0-7  to  0-6;  W-A  to  0-4;  W-3  to  0-3; 

W-2  to  0-2;  W-1  to  0-1;  E-9  to  E-8;  E-1  and  E-2  to  E-3. 

y Estimated  by  applying  the  current  relationshJr  of  without  dependents  BAQ  to  with 
dependents  BAQ  to  the  modernized  with  dependents  BAQ  rates. 

y BLS  Family  Consumption  Budgets,  intermediate  budget  level. 
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BASIC  PAY  RATES  UNDER  THE  MODERNIZED 
PAYS  AND  ALLOWANCES  SYSTEM 


The  basic  pay  tables  under  the  modernized  pays  and  allowances  sys- 
tem will  be  constructed  based  on  the  following  criteria; 

Pay  Table  Criteria. 

a.  Linkage . 

Military  beslo  pay  is  based  on  whole  grade  work  level  linkages 
with  the  General  Schedule  at  the  following  points;  E-3  to  GS-3  and  E-T 
to  GS-7;  0-2  to  GS-9  and  0-5  to  GS-l*t. 

b.  Core  Longevity  Steps. 

The  construction  of  the  pay  tables  centers  around  promotion 
points  for  each  of  the  grades  and  the  number  of  years  spent  in  the  grade 
until  promotion  to  the  next  grade  and  until  retirement,  or  force  out, 
after  promotion  to  the  grade.  Along  with  accession  and  retention  consi- 
derations, these  features  of  the  military  personnel  management  system 
will  serve  as  a guide  in  constructing  the  basic  pay  tables.  The  point  in 
the  grade  at  which  promotion  occurs  is  identified  as  the  "core"  longevity 
step  for  that  grade.  In  the  officer  pay  table,  the  "core"  longevity  step 
is  the  DOPMS  promotion  flow  point.  In  the  enlisted  pay  table,  the 
"core"  longevity  step  is  the  average  years  of  service  at  promotion  in 
the  Enlisted  Management  Systems  Plan.  The  line  which  connects  the 
pay  at  the  core  longevity  steps  in  the  basic  pay  tables  is  defined  as  the 

payhne.  TabG-1  shows  the  longevity  step  at  each  pay  grade  which  forms 
the  two  military  paylines. 
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c Pay  Rates  at  the  Linkage_Gr^. 

Basic  pay  cates  at  the  two  linkage  points  in  eac.  payline  wiii 

Be  set  based  on  a "net  salaty  standatdo  „Bicb  is  derived  front  the 

, ThU  "net  salary  standard"  is  created 

linked  General  Schedule  salary.  This 

• r Vta«;vc  salary  the  expense  elements  for  food 
by  deducting  from  civilian  basic  sala  y 

x/fiUtarv  basic  pay  at  the  linkage 
and  shelter  and  federal  income  taaes.  M.Utary  P V 

,,ades  will  be  set  snch  that  basic  pay  after  federal  income  taxes  is 
e,„al  to  the  o„et  salary  standard'..  The  determination  of  basic  pay  at 

the  linltage  grades  using  the  methodology  and  data  sources  described, 

1 i.  estsiarigafi  are  shown  at  Tabs  G-2. 
and  the  associated  military  equivalent  salarie  . 

through  G-5. 

The  General  Schedule  salaries  at  the  linkage  points  are  those 

which  result  from  entry  into  or  promotion  to  those  grades.  Data  on  the 

entire  General  Schedule  is  no.  ye.  available.  Until  it  .s,  data  on  DoD 

civilians  will  be  used  to  represent  it.  The  General  Scheduie  linkage 

salaries  will  be  determined  as  follows; 

(1)  In  calendar  year  1975.  the  average  step  upon  promotion  to 

GS-3  of  Department  of  Defense  civilians,  consisting  largely  of 
employees  in  the  technical /clerical  occupational  grouping,  was  Step  2. 
Therefore,  the  E-3  basic  pay  at  the  core  longevity  step  (over  one  year 
of  service)  is  set  based  upon  the  "net  salary  standard"  which  results 

£rom  the  salary  of  GS-3,  Step  2,  or  $7,  339  per  year. 

(2)  Generally  speaking.  OS-7  occupation,  which  are  analogous 

,0  job.  filled  by  the  E-7  are  those  which  are  classified  in  the  technical/ 
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clerical  schedule  under  the  new  Civil  Service  salary  schedules  proposed  by 
President's  Panel  on  Federal  Compensation  (Rockefeller  Panel).  Therefore, 
the  average  step  upon  promotion  to  GS-7  in  technical/clerical  occupations 
is  used  to  set  the  E-7  salary  at  the  core  longevity  step.  This  will  be 
consistent  with  the  recommendation  of  the  Rockefeller  Panel  to  separate 
the  current  General  Schedule  into  two  schedules,  one  covering  executive/ 
professional/administrative  occupations  and  the  other  covering  technical/ 
clerical  occupations.  Salaries  of  executive/prof ess  lonal/administrative 
employees  will  be  set  on  a national  average  basis  while  salaries  of 
technical/clerical  employees  will  be  set  on  a locality  basis.  In  1975, 
the  average  step  on  promotion  to  GS-7  of  Department  of  Defense  civilians 
in  the  technical/ clerical  occupational  grouping  was  Step  4 to  the  nearest 
whole  step.  (See  Tab  G-6)  The  E-7  basic  pay  at  the  core  longevity  step 
(over  14  years  of  service)  is  set  based  upon  the  "net  salary  standard" 
which  results  from  the  salary  of  GS-7,  Step  4,  or  $12,150  per  year. 

(3)  The  0-2  occupations  at  the  GS-9  level  are  generally  those 
that  would  be  classified  in  the  executive/professional/administrative 
schedule,  whose  salaries  will  be  set  on  a national  average  basis.  The 
basic  pay  of  the  0-2  is,  therefore,  based  on  the  average  step  at  promotion 
to  GS-9  in  professional  and  administrative  occupations.  In  1975,  the 
average  step  on  promotion  of  Department  of  Defense  civilians  in  these 
occupational  groupings  was  Step  2 to  the  nearest  whole  step.  The 
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0-2  basic  pay  at  the  core  longevity  step  (over  twj  years  of  service)  is 
set  based  upon  the  "net  salary  standard"  which  results  from  the  salary 
of  GS-9,  Step  2,  or  $13,  931  per  year. 

(4)  In  1975,  the  average  step  upon  promotion  to  GS-14  of 
Department  of  Defense  civilians,  .\11  of  whom  are  classified  in 
professional/administrative  occupations,  was  Step  3.  Therefore,  the 
0-5  basic  pay  at  the  core  longevity  step  (over  16  years  of  service)  is  set 

based  upon  the  "net  salary  standard"  which  results  from  the  salary  of 


GS-  14,  Step  3,  *or  $28,  651  per  year. 


d.  Intergrade  Differentials. 


The  intergrade  differential  sets  the  difference  in  basic 
pay  rates  between  grades  at  the  core  longevity  steps.  The  differentials 
which  currently  exist  in  basic  pay  at  the  core  longevity  steps  is  retained 
in  the  modernized  pays  and  allowances  basic  pay  table.  The  current 
differentials  in  basic  pay  was  selected  as  appropriate  intergrade  differ- 
entials because  basic  pay  is  the  element  of  military  compensation  which 
has  been  shaped  over  a period  of  years  to  meet  the  unique  personnel 
management  requirements  of  the  services  and  the  levels  of  which  reflect 
work  level  distinctions  between  the  grades.  The  shape  of  the  General 
Schedule  payline  was  not  considered  because  it  has  been  structured  to 
meet  personnel  requirements  of  a civilian  force  significantly  different 
from  that  of  the  military.  RMC  "payline"  differentials  were  also  con- 
sidered for  this  purpose.  They  were  rejected  because  three  elements  of 


RMC- -basic  allowance  for  quarters,  basic  allowance  for  subsistence, 
and  tax  advantage- -bear  no  relationship  to  the  purpose  of  the  intergrade 
differentials  (i.  e.  , to  make  pay  distinctions  to  reflect  work  level  dis- 
tinctions). Currently,  and  under  the  modernized  pays  and  allowances 
system,  these  two  allowances  are  based  primarily  on  need  and  without 
regard  to  longevity  while  the  tax  advantage  element  is  influenced  by  the 
vagaries  of  U.S.  income  tax  laws.  Therefore,  RMC  is  not  useful  for 
establishing  basic  pay  intergrade  differentials  under  a modernized  pays 
and  allowances  system. 
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(l)  Time  Interval  Between  Steps. 


Longevity  pay  increases  serve  as  an  economic  incentive  to 
remain  in  service  and  are  to  recognize  and  reward  individual  performance 
improvements  which,  on  the  average,  occur  with  additional  time  spent  in 
service.  The  annual  matching  pay  increases  keep  overall  military  pay 
abreast  of  wage  movements  in  the  private  sector.  The  two-year  intervals 
which  occur  between  most  of  the  longevity  steps  in  the  present  pay  table 
are  retained  in  the  basic  pay  tables  as  reasonable  intervals  between 
performance-related  increases.  However,  exceptions  to  this  general  rule 
are  made  by  retaining  the  longevity  step  at  the  three  years  of  service 
point  which  is  in  the  current  basic  i>ay  table  and  adding  a longevity 
pay  step  at  the  1-year  point.  Therefore,  one  year  intervals  occur  be- 
tween longevity  step  increases  In  the  first  four  years  of  service  luid 
two-year  intervals  thereafter.  The  shorter  time  period  between  longe- 
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vity  pay  increases  in  the  first  four  years  of  service  is  consistent 
with  the  practice  in  the  private  sector  of  frequent  pay  increases  in 
the  early  years  of  employment.  Kramer  Associates,  Inc.  in  a study  of 

entry  level  compensation  practices  in  the  civilian  sector  for  the  Third 

1/ 

QRCM,  reported  that : 

• Entry-level  professional  employees,  who  correspond  roughly  to 
newly  commissioned  officers,  are  promoted  after  one  year  and,  on  the 
average,  receive  salary  increases  of  15  percent. 

• Employees  in  entry-level  office  occupations  can  generally  attain 
the  second  level  in  three  to  six  months. 

9 Apprentices  in  skilled  trade  programs,  usually  three  to  four 
years  in  duration,  receive  a pay  increase  after  six  months  and  another 
increase  after  one  year. 

In  the  enlisted  basic  pay  table,  these  early  pay  increases  upon 
entry  are  provided  through  promotion.  Under  enlisted  force  management 
plans,  promotion  to  E-2  occurs  after  six  months  service  and  promotion 
to  E-3  occurs  after  one  year.  However,  under  the  current  basic  pay 
tables  the  entry  commissioned  officer  does  not  receive  a nay  increase 
for  two  years  when,  under  DOIWS,  promotion  to  0-2  occurs.  Therefore, 
the  one-year  longevity  step  pay  increase  is  added  to  give  earlier  recog- 
nition to  the  performance  improverrient  achieved  by  the  officer  after  com- 
missioning. 


(a)  Officer  Basic  Pay  Table 

There  were  several  factors  considered  in  determining  the 
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number  of  longevity  steps  in  the  officer  basic  pay  table.  These  consi- 
derations include  the  Defense  Officer  Personnel  Management  System 
(DOPMS),  which  defines  the  longevity  steps  for  each  grade  steps  at  which 
normal  promotion  will  occur.  Longevity  increases  beyond  the  DOPMS  pro- 
motion flow  points  are  unnecessary  since  the  necessity  for  providing 
an  economic  incentive  is  eliminated.  However,  since  the  promotion  points 
contained  in  DOPMS  are  subject  co  change,  a measure  of  flexibility  is 
provided  in  the  pay  table  by  adding  one  longevity  pay  increase  past  the 
normal  promotion  point  to  the  next  grade.  Under  this  criteria,  the 
longevity  pay  increases  terminate  at  the  following  steps:  0-1,  3 veare; 
0-2,  6 years;  0-3,  12  years;  0-4,  18  years;  0-5,  24  years. 

Additional  longevity  steps  are  then  added  to  those  determined  under 
the  DOPMS  criteria  for  grades  0-1,  0-2,  and  0-3.  This  permits  elimi- 


nation of  the  current  separate  table  for  commissioned  officers  with 
enlisted  service  (0-lE,  0-2E,  and  0-3E).  When  that  separate  table  was 
originally  established,  the  major  justification  was  to  preclude  pay  inver- 
sions on  initial  commissioning  and  to  avoid  inequities  for  those  who  were 
commissioned  with  considerably  more  than  four  years  enlisted  service. 
The  1971  all-volunteer  forces  pay  raise  eliminated  the  first  problem 
%rea.  The  second  problem  can  be  eliminated  by  extending  the  basic 
commissioned  officer  basic  pay  table  intragrade  progression  to  cover 
personnel  commissioned  with  prior  enlisted  service.  The  number  of 
additional  longevity  steps  for  each  of  the  grades  are  created  based  on 
the  following  considerations- 
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• At  least  ten  years  of  commissioned  service  are  required  for  re- 
tirement at  twenty  years.  Therefore,  ten  years  service  would  be  the 
normal  maximum  service  that  an  enlisted  memb.«r  would  have  upon  being 
commissioned. 

• Under  DOHC  the  normal  flow  point  to  0-3  is  at  four  years  of 
commissioned  service.  Thus  fourteen  years  would  be  the  normal  maximum 
years  of  total  service  an  officer  would  have  upon  promotion  to  0-3. 

• Under  DOI^  an  officer  remains  six  years  in  grade  0-3  before 
promotion  to  0-i*.  The  officer  with  the  normal  maximum  enlisted  service 
who  was  promoted  In  "due  course"  would  reach  retirement  eligibility  of 
20  years  while  in  grade  0-3.  Therefore,  longevity  increases  in  grade 
0-3  are  extended  to  the  l8  year  point  to  provide  longevity  increases 
up  to  the  20  year  retirement  point. 

• Longevity  steps  for  0-2  end  at  the  lU  year  point  and  for  0-1 
and  at  the  12  year  point  since  under  the  DORG  flow  points,  promotion 
or  force  out  will  occur  before  going  past  these  points. 

o In  the  main  segment  of  the  officer  corps,  less  than  3% 
are  currently  in  these  "extra"  longevity  steps.  Under  DOPMS  those 
longevity  steps  will  be  limited  essentially  to  officers  with  prior 
enlisted  service  since  regular  commissioned  officers  will  be  promoted 
or  forced  out  before  reaching  these  loagevity  steps.  The  additional 
cost  of  paying  the  officers  who  are  currently  in  these  extra  longe- 
vity steps  at  the  proposed  basic  pay  rates  would  only  be  approximately 
$1.6  million. 
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DOPMS  criteria  cannot  be  applied  in  determining  the  terminal  longe- 
vity steps  for  grades  0-6  through  0-10  since  there  are  no  promotion 
flow  points  to  general  and  flag  officer  grades.  For  grade  0-6,  longe- 
vity steps  are  added  at  the  24  and  28  years  service  points  to  smooth 
out  the  0-6  departures  from  service  by  serving  as  an  inducement  to  remain 
on  active  duty.  This  is  consistent  with  the  design  of  the  Retirement 
Modernization  Act  (RMA)  to  encourage  service  to  30  years  before  retire- 
ment. Longevity  increases  are  also  added  for  general  and  flag  officer 
grades  at  the  28;  30,  and  32  year  service  points.  These  steps  are 
added  in  recognition  of  the  fact  that  most  general  and  flag  officers 
serve  past  30  years  before  retirement,  stnd  provide  remuneration  for 
that  service. 

(b)  Enlisted  Basic  Pay  Table 

Unlike  the  officer  force,  the  enlisted  force  does  not  have 
common  promotion  points  nor  are  promotions  specifically  managed  to 
occur  at  a given  point.  There  are  considerable  differences  in  the  num- 
ber of  years  at  promotion  among  the  services.  For  these  reasons,  there 
is  a wide  dispersion  around  the  "core”  longevity  step  of  enlisted  per- 
sonnel in  each  pay  grade;  this  reduces  the  usefulness  of  the  "core" 
longevity  step  as  a basis  for  differential  longevity  Increase  rates  to 
contribute  to  continuation  policies. 
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Therefore,  while  the  Identification  of  "core"  longevity  steps  based 
on  an  objective  enlisted  force  Is  used  as  a guide  in  establishing  an 
enlisted  basic  payline,  it  Is  not  applied  rigidly  in  constructing  the 
psy  table.  The  pay  table  must  have  the  flexibility  to  fit  changing  force 
objectives  and  promotion  opportunities  In  a force  less  rigidly  controlled 
by  "up-or-out"  policies  than  is  the  officer  force.  To  provide  this 
flexibility,  the  longevity  steps  for  each  grade  must  extend  to  the  point 
to  which  continuation  on  active  service  is  authorized.  Therefore,  the 
basic  enlisted  pay  table  will  be  structured  such  that  longevity  pay 
Increases  occur  up  to  that  longevity  step  in  each  grade  just  preceding 
the  authorized  tenure  for  that  grade  under  current  enlisted  management 
plans. 

The  authorized  tenure  under  current  management  plans  are  as  follows: 
E-4,  10  years;  E-5,  20  years;  E-6,  23  years;  E-7,  26  years;  E-8,  28  years; 
E-9,  30  years. 

Since  the  average  longevity  step  at  which  promotion  occurs  in  each 
grade  can  vary  from  the  enlisted  management  objective  "core"  longevity 
step  over  a period  of  time,  and  because  these  promotion  points  will  tend 
to  vary  among  the  services,  a constant  percentage  Intragrade  differential 
is  applied  to  all  of  the  longevity  steps  in  each  pay  grade. 

(f ) Intragrade  Differentials 

Intragrade  differentials  set  the  dollar  difference  between 
longevity  steps  within  a particular  pay  grade.  The  current  basic  pay 
tables  have  no  regular  pattern  of  differentials.  They  range  from  1.2% 
to  15.8%  in  an  irregular  array.  To  rationalize  intragr.ade  differen- 

TAB  C 


■li 


leaa 


tials  in  the  basic  pay  tables,  civilian  practice  in  this  area  is  used 
as  a guide.  However,  the  military  force  is  managed  primarily  on  the 
basis  of  entry  at  the  bottom  and  career  progression  through  the  grades 
on  a competitive  performance  basis.  Therefore,  intragrade  longevity 
increases  in  pay  will  be  kept  subordinate  in  importance  to  the  increases 
which  result  from  promotion. 

The  General  Schedule  salary  table  is  constructed  such  that  there 
is  a 30^  differential  between  Step  1 and  Step  10  in  all  of  the  grades. 

This  averages  out  to  an  intragrade  differential  of  about  3^  between 
steps . 

There  is  no  consistent  pattern  of  practice  in  the  private 
sector  regarding  intragrade  differentials.  A 1974  survey  of  compensa- 
tion  practices  by  the  Civil  Service  Commission  showed  that  while  length- 
of- service  pay  increases  are  quite  common  in  state  and  local 
governments,  they  play  a much  less  significant  role  in  employee  pay 
adjustment  practices  for  private  and  non-profit  organizations.  In  pri- 
vate sector  organizations  which  use  a step  rate  pay  structure,  the 
median  intr>grade  step  differential  is  between  3%  and  4%. 

An  intragrade  differential  of  is  established  for  the 
military  grades.  This  differential  was  chosen  because  it  is  consistent 
with  the  intragrade  differentials  in  the  federal  civil  service  and  in 
private  industry.  At  the  basic  pay  rates  involved,  a 3^  differential 
is  the  minimum  rate  which  allows  pay  increases  of  a meaningful  dollar 
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Within  this  framework  of  comparability  with  civilian  longevity 
practice,  military  accession  and  retention  considerations  must  be  taken 
into  account  in  the  early  years  of  service.  Generally  speaking  the  initial 
period  of  military  service  obligation  occurs  within  the  first  four  years 
of  enlisted  and  the  first  six  years  of  officer  service.  Determination  of 
intragrade  differentials  in  these  segments  of  the  pay  table  are  discussed 
in  the  sections  on  each. 

Using  these  criteria,  the  military  basic  pay  tables  under  a 
modernized  pays  and  allowances  system  are  constructed  as  follows: 

1.  Enlisted  Basic  Pay  Table 

a.  Setting  Basic  Pay  at  the  Core  Longevity  Steps 

Basic  pay  at  the  core  longevity  steps  of  grades  E-3 
and  E-7  are  based  on  work  level  linkages  to  the  General  Schedule  at  grades 
GS-3,  Step  2 and  GS-7,  Step  4 as  shown  at  Tabs  G-2  and  G-3.  Basic  pay  at 
the  core  longevity  steps  of  the  grades  between  E-3  and  E-7  are  set  based 
on  the  Intergrade  differentials  of  basic  pay  which  currently  exist  between 
these  grades  (See  Tab  G-8) . Thus  the  basic  pay  of  E-4  at  the  core  longevity 
step  for  that  grade  is  1.162  times  $4,220.  The  Intergrade  differentials  in 
the  current  enlisted  basic  pay  table  are  then  applied  to  the  rest  of  the 
grades  up  to  E-7. 

However,  application  of  these  differentials  to  the  core 
basic  pay  for  E-3  yields  a basic  pay  of  $8,277  for  E-7.  This  Is  $723  over 
the  linked  pay  of  $7,554  for  the  E-7.  To  fit  the  enlisted  payline  to  the 
two  linkage  points,  this  overage  is  proportionally  prorated  to  the  existing 
intergrade  differentials  between  E-3  and  E-7.  The  resultant  enlisted  basic 
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payline  and  differentials  are  shown  at  Tab  G-8, 

Basic  pay  rates  for  E-1  and  E-2  are  set  by  stepping 
down  from  the  linked  E-3  basic  pay  by  the  percentage  differentials  in  the 
current  pay  table.  Likewise,  "core"  longevity  basic  pay  levels  for  E-8, 

E-9,  and  Sergeants  Major  are  set  by  stepping  up  from  the  linked  E-7  basic 
pay  by  the  intergrade  differentials  in  the  current  pay  table. 

b.  Pay  Grades  E-1  through  E-4  with  less  than  4 Years 

Service. 

Accession  and  retention  considerations  predominate 
through  the  first  four  years  of  enlisted  service.  Promotions  occur  rapidly 
up  to  grade  E-4.  Thus,  the  primary  pay  motivating  factor  is  provided  through 
the  pay  increases  which  result  from  promotion  rather  than  from  longevity  in 
a grade.  In  FY  1976,  most  of  the  first  term  enll  -tments  were  for  a period 
of  three  or  four  years  (40%  three  year  enlistments  and  54%  four  year 
enlistments).  Therefore,  in  constructuring  the  enlisted  pay  table  for  this 
group  it  is  necessary  that:  (1)  entry  level  pay  be  competitive  with  civilian 

employment  so  that,  in  conjunction  with  the  enlistment  bonus  program,  the 
military  services  can  meet  their  accession  requirements;  and  (2)  there  be 
significant  pay  increases  at  the  three  and  four  years  of  service  point  to 
provide  an  incentive  to  extensions  and  reenlistments  to  continue  in  military 
service, 

c.  Entry  Level  Pay, 

The  competitive  criteria  is  met  by  establishing  E-3 
pay  based  on  linkage  to  GS-3,  Pay  for  E-1  and  E-2  is  then  derived  by 
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stepping  down  from  the  linked  E-3  basic  pay  by  the  basic  pay  percentage 
differentials  in  the  current  pay  system.  This  produces  a monthly  basic 
pay  of  $304  (annual  rate  of  $3,  643  per  year)  for  the  E-1. 

Without  conscription  the  military  must  compete 
with  the  private  sector  in  the  recruiting  and  retention  of  full-time 
permanent  personnel.  E-1  pay  must  be  competitive  with  the  pay  of 
entry  level  workers  in  the  private  sector.  Therefore,  The  E-1  military 
pay  set  by  this  methodology  described  was  assessed  against  civilian  pay 
practices  for  entry  pay  and  pay  of  similar  age  groups. 

In  addition  to  basic  pay,  the  E-1  is  also  provided 
government  quarters  and  subsistence  or  cash  allowances  for  these  items. 
Under  the  modernized  pays  and  allowances  system,  the  cash  quarters  and 
subsistence  allowances  are  based  on  actual  expenditures  for  housing  and 
food  by  military  personnel.  Food  expenses  for  E-1  are  estimated  from 
the  intermediate  budget  of  the  BLS  Family  Budget  series  to  be  $113 
per  month  and  housing  expenses  are  estimated  from  the  NAVFAC  survey 
to  be  $177  per  month  for  married  personnel  and  $101  per  month  for 
bachelors  (see  Attachment  1 to  Tab  F),  Including  the  tax  advantage 
which  results  from  the  nontaxable  allowances,  the  cash  Regular  Military 
Compensation  (RMC)  for  single  E-l's  is  $568  per  month  and  the  average 
family  RMC  is  $640  per  month.  Overall  average  RMC  is  $580  per  month 
($6,  955  per  year). 
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For  purposes  of  comparison  a study  of  entry 
level  pay  practices  in  the  civilian  sector  was  made.^  The  study 
found  very  few  parallels  in  the  private  sector  to  the  indoctrination 
training,  as  distinguished  from  training  in  a specific  skill  or 
ti.ade,  which  is  characteristic  of  military  basic  training. 

There  are  a few  government  sponsored  programs, 
such  as  the  Job  Corps  and  programs  under  the  Manpower  Development  and 
Training  Act  (MDTA) , which  may  bear  some  similarity  to  recruit  training. 
However,  many  of  these  programs  are  aimed  at  disadvantaged  and  unemploy- 
able youths,  many  of  whom  cannot  qualify  for  enlistment  in  the  military. 

In  addition,  many  of  these  programs  are  not  permanent  employment 
opportunities,  but  are  intended  only  to  improve  the  ability  to  later 
find  and  hold  a job.  Once  the  period  of  training  is  over,  the  enrollee 
is  nor.  employed,  but  then  begins  to  seek  employment.  Pay  scales  in 
such  programs  are  not  therefore  of  great  usefulness  for  comparisons 
purposes.  The  Kramer  study  reported  that  1975  first-level  earnings  of 
jobs  comparable  to  enlisted  men's  office-type  specialties  were  $549  per 
month,  and  the  average  salary  of  jobs  comparable  to  enlisted  men's 
specialties  other  than  office  (for  example,  guards  and  watchmen,  laborers, 
truck  drivers)  were  $637  per  month.  The  first,  or  entry-level,  is  the 
lower  pay  grade  in  an  occupation,  one  into  which  an  inexperienced  worker 

1 

Entry  Level  Compensation  Practices  In  The  Civilian  Sector, 

Kramer  Associates,  Inc.,  August  6,  1976. 
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Is  hired.  Earnings  of  first  stage  apprentices  in  typical  labor  union 

apprenticeship  programs  range  from  $471  per  month  for  electricians  to 

$887  per  month  for  newspaper  compositors,  with  the  salaries  generally 

falling  in  the  $500-600  per  month  range. 

Weekly  earnings  of  age  groups  in  the  civilian  sector 

from  which  the  military  normally  recruit  enlisted  personnel  range  from 

$104  for  17-years  olds  to  $156  for  20-year  olds  (Tab  G-7).  The  $134 

cash  RMC  for  the  E-1  ($6,955  divided  by  52  weeks)  falls  in  the  range  of 

earnings  of  18  and  19  year  old  males  in  the  private  sector. 

On  balance,  therefore.,  the  average  cash  RMC  for  the 

E-1  ($580  per  month/$134  per  week),  in  conjunction  with  the  system  of 

bonuses  for  critical  specialties,  should  result  in  pay  levels  that  are 

competitive  with  those  paid  in  the  private  sector. 

d.  Retention  Considerations 

A significant  financial  incentive  is  required  for 

retention  purposes,  at  the  three  and  four  year  service  points.  In  FY  76, 

about  40%  of  first  term  enlistments  are  for  a period  of  three  years  and 

about  54%  are  for  four  years.  The  primary  first  term  reenlistment  pool 

are  personnel  in  grades  E-4  and  E-5.  On  average  these  grades  will  have 

been  achieved  by  the  end  of  three  and  four  year  first  enlistments.^  In 

addition,  about  85%  of  military  personnel  eligible  to  reenllst  after 

2 

their  first  term  are  E-4  or  E-5. 

1 

The  length  of  service  at  promotion  to  E-4  in  the  FY  77  budget  submission 
is;  Army,  1.92  years;  Navy,  2 years;  Air  Force,  2.5  years;  Marine  Corps, 
2.83  years. 

2 

In  FY  75  and  FY  76,  62%  were  E-4,  23%  E-5. 
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For  these  reasons  a three  year  longevity  step  is  pro- 
vided with  large  increases  for  average  promotion  to  E-4  and  early  promotion 
to  E-5.  The  four  year  longevity  step  provides  a large  increase  at  the 
normal  or  pay line  promotion  point  to  E-5.  A larger  than  normal  longevity 
increase  is  also  provided  at  the  four  year  longevity  step  in  the  E-4  grade. 
An  increase  of  50%  of  that  which  would  result  from  promotion  to  E-5  was 
selected. 

2.  Officer  Basic  Pay  Table 

Basic  pay  at  the  core  longevity  steps  of  grades  0-2  and 
0-5  are  based  on  work  level  linkages  to  the  General  Schedule  at  grades  GS-9, 
Step  2 and  GS-14,  Step  3 as  shown  at  Tabs  G-4  and  G-5.  Basic  pay  at  the 
core  longevity  steps  of  the  grades  between  0-2  and  0-5  are  set  based  on 
the  Intergrade  differentials  of  basic  pay  which  currently  exist  between 
these  grades  (See  Tab  G-8) . 

However,  application  of  these  differentials  to  the  core 
basic  pay  for  0-2  yields  a basic  pay  of  $19,819  for  0-5.  This  is  $631  short 
of  the  linked  basic  pay  of  $20,450  for  0-5.  To  fit  the  officer  payline  to 
the  two  linkage  points,  this  shortage  is  proportionally  prorated  to  the 
existing  Intergrade  differentials  between  0-2  and  0-5.  The  resultant 
officer  basic  pay line  and  differentials  are  shown  at  Tab  G-8. 

The  "core"  longevity  basic  pay  rates  for  0-6  through 
Chief  of  Staff  are  set  by  stepping  up  from  the  linked  0-5  core  step  by 
the  Intergrade  differentials  in  the  current  basic  pay  table. 
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The  basic  pay  rate  for  0-1  is  set  by  stepping  down  from  the 
linked  0-2  basic  pay  by  the  basic  pay  percentage  differential  in  the 
current  pay  table. 

As  was  described  for  the  enlisted  pay line,  accession  and  reten- 
tion considerations  are  of  primary  importance  in  shaping  the  basic  pay 
table  through  the  first  six  years  of  commissioned  service.  Currently 
initial  service  and  training  obligations  for  officers  range  from  three  to 
six  years.  Therefore,  for  retention  purposes  significant  pay  increases 
should  occur  at  these  longevity  steps.  Promotions  from  0-1  to  0-2  and 
0-3  are  virtually  automatic  during  this  time  period.  Thus  intragrade 
differentials  (longevity  increases)  are  relatively  much  more  important 
during  the  first  six  years  than  for  the  remainder  of  the  pay  table.  There- 
fore, longevity  increases  between  normal  promotion  points  for  the  0-3 
under  six  year  population  are  increased  from  the  normal  3%  of  core  step 
basic  pay  to  50%  of  the  amount  that  would  result  from  promotion.  This 
effects  the  longevity  step  increases  at  the  three  year,  four  year,  and 
six  year  points.  Entry  level  salaries  for  jobs  in  the  private  sector  com- 
parable to  officer  grades  typically  range  from  $905  to  $1,076  per  month. 

The  influence  of  a year  of  experience  seems  relatively  uniform,  the 
second  level  pay  averaging  about  15%  above  the  first.  While  there  is 
no  firm  rule  that  a worker  will  rise  to  the  second  level  after  one  year, 
it  does  appear  to  be  a common  interval.^ 


Kramer  op  cit  p 16.  Kramer  emphasizes  that  the  duties  of  most,  if  not 
all,  officers  may  have  little  resemblance  to  tlie  private  sector  occu- 
pations used  for  comparison.  Kramer's  comparisons  were  based  on  quali- 
fications (Baccalaureate  degree,  no  experience  in  intended  speciality) 
of  the  entrants  into  the  jobs  used,  rather  than  on  job  content. 
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Proposed  officer  entry  level  average  RMC  is  $1,  0,54  per  month.  This 
is  within  the  range  of  salary  averages  cited  by  Kramer. 

3.  Warrant  Officer  Basic  Pay  Table 

The  basic  pay  relationship  that  currently  exists  between 
Warrant  Officer  grades  and  commissioned  officer  grades  is  used  to  construct 
the  Warrant  Officer  basic  pay  table.  Basic  pay  is  identical  between  Warrant 
Officer  and  commissioned  officer  grades  at  the  following  points:  W-1/10 

years  and  0-1/3  years;  W-2/6  years  and  0-2/2  years;  W-3/18  years  and 
0-3/4  years;  W-4/14  years  and  0-4/6  years.  This  relationship  is 
retained  in  the  Warrant  Officer  basic  pay  table  for  these  longevity  steps. 

Basic  pay  for  the  other  longevity  steps  in  the  Warrant  Officer  basic  pay 
table  are  set  using  the  3^  intragrade  differentials. 

Military  basic  pay  tables  based  on  the  methodology  and  criteria 
described  are  shown  at  Tab  G-9. 
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MILITARY  PAYLINE  CORE  LONGEVITY  STEPS 


Grade 

Longevity 
Step  on 
Payline 

0-1 

<1 

0-2 

2 

0-3 

4 

0-4 

10 

0-5 

16 

0-6 

22 

0-7 

28 

0-8 

30 

0-9 

30 

0-10 

30 

E-1 

< 1 

E-2 

<1 

E-3 

1 

E-4 

3 

E-5 

4 

F-6 

8 

E-7 

14 

E-8 

18 

E-9 

22 

Tab  G-1 


MILITARY  PAY  STANDARD 
E3,  1 year  of  service 


GS-3,  Step  2 
Salary 


E-3 

Proposed  Average  Military 
Equivalent  Salary 


E-3 

Current  Average 
Military  Equivalent 
Salary 


$ 7, 339 

Housing 

Cost 


$1.  814 


$ 7,  943 


BAQ 


$1.  691 


$ 7,  511 


BAQ 


$1, 110 


Food  Cost 
$1,  037 


$1,  353 


income  Tax 
Cost 

$482 


Tax  Adv, 
$679  ^ 
Tax  Paid 


Net 

Salary 

Standard 


$4. 006 


Military 

Basic 

Pay 

$4,220 


Net  Basic 
Pay- 

Equivalent 


$4, 006 


Current 

Basic 

Pay 

$5,018 


Basic  Pay 
less  Taxes 


$4,671 


Weighted  average  BAQ.  Married  BAQ  from  NAVFAC  survey  is  $2,124. 
Single  BAQ  is  59%  of  the  married  rate  or  $1,464. 

Weighted  average  tax  advantage.  The  single  rate  is  $692  and  the  family 
average  rate  is  $654. 

Weighted  average  of  married  BAQ,  $1,  393  and  single  BAQ.  $961. 

Weighted  average  tax  advantage.  Single  rate  ig  $467  and  average  family 
rate  is  $447.  ' 
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MILITARY  PAY  STANDARD 


E-7,  14  years  of  service 


GS-7,  Step  4 
Salary 


E-7  E-7 

Proposed  Average  Military  Current  Average  Military 
Equivalent  Salary  Equivalent  Salary 


$ 12,150 

Housing 

Cost 

$2, 302 

Food  Cost 
$1,  353 

Income  Tax 
Cost 

$1,  372 

Net 

Salary 

Standard 

$7,123 


Millta.'y  | 
Basic 
Pay 

$7,554 


$ 13,  273 
BAQ  ^ 
$3,  330 


BAS 

$1,353 


Tax  Adv. 
$1,  036 


Tax  Paid 
$431 

Net  Basic 
Pay 

Equivalent 

$7,123 


$ 13,499 


Current 

Basic 

Pay 

$9,842 


r 


< 


BAQ  ^ 
$2,  067 


BAS 

$923 

Tax  Adv.^ 
$667 

Tax  Paid 
$840 


Basic  Pay 
less  Taxes 

$9,  002 


Weighted  average  BAQ.  Married  BAQ  from  NAVFAC  survey  is  $3,456. 
Single  BAQ  is  65%  of  the  married  rate  or  $2,  244. 


^ Weighted  average  tax  advantage.  The  single  rate  is  $1,  014  and  the 
family  average  rate  is  $1,039. 

^ Weighted  average  of  married  BAQ.  $2,)46  and  single  BAQ.  $1,  390. 


Weighted  average  tax  advantage.  Single  rate  is  $616  and  average  family 
rate  is  $673. 
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MILITARY  PAY  STANDARD 
0-2,  2 years  of  service 


GS-9,  Step  2 
Salary 


0-2  0-2 
Proposed  Average  Military  Current  Average 
Equivalent  Salary  Military  Equivalent 

Salary 


$ 13,931 

Housing 

Cost 

$2, 466 


$ 15, 352 


BAQ 


$3,  377 


$ 13,  538 

BAQ  ' 
$2, 170 


Food  Cost 
$1,  353 

Income  Tax 
Cost 

$1,699 

Net  Salary 
Standard 


$8,  413 


Military 


$9, 460 


BAS 

$1 

, 353 

Tax 

Adv. 

$1. 

162  2 

lax 

Paid 

$1. 

047 

Net  Basic 
Pay  Equivalent 


$8. 413 


Currcn 


$10, 058 


BAS 

$637 

Tax  Advantage 
$673 

Tax  Paid 
$1,169 


Basic  Pay 
less  Taxes 


$8, 889 


Weighted  average  BAQ.  Married  BAQ  from  NAVFAC  survey  is  $3,636. 
Single  BAQ  is  79T«  of  nsarried  rate  or  $2,  868, 

^ Weighted  average  ta.\  advantage.  The  single  rate  is  $1,211  and  the  family 
average  rate  is  $l,13b. 

^ Weighted  average  of  married  BAQ,  $2,  i36  and  single  BAQ,  $1,  843. 

4 

Weight<-d  average  tax  advantage.  Single  rate  i.*.  $664  and  average  family 
rate  is  $678. 
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GS-14,  Step  3 
Salary 


$ 28.651 


Housing  Cost 


$3. 883 


Food  Cost 


$1,695 


Income  Tax 
Cost 


$5,596 


Net  Salary 
Standard 


$17,477 


MILITARY  PAY  STANDA  RD 


0-5,  16  years  of  service 


0-5 

Proposed  Average  Military 
Equivalent  Salary 


0-5 

Current  Average  Military 
Equivalent  Salary 


$ 30,975 


BAQ 


$ 26, 359 


$5,965 


BAQ 


$:.144 


$1.  353 


Tax  Adv. 


$63/ 


$3,207 


Tax  Adv. 


$1,  507 


rax  Paid 
$2,973 


Tax  Paid 


$3,135 


Military 

Basic 

Pay 

$20,450 


Net  Basic 
Pay 

Equivalv.nt 


$17,477 


Current 
Basic 
Pay 
$21,  071 


Basic  Pay 
less  Taxes 


$17,936 


Weighted  average  BAQ.  Married  BAQ  from  NAVFAC  survey  is  $6,024.  Single 
BAQ  is  83%  of  married  rate  or  $5,  004. 


Weighted  average  tax  advantage.  The  single  rate  is  $4,136  and  the  family 
average  rate  is  $3,151. 


Weighted  average  of  married  BAQ,  $3,175,  and  single  BAQ,  $2,635. 


Weighted  average  tax  advantage.  Single  rate  is  $1,983  and  average  family 
rate  is  $1,  478. 


■ 


Tab  C-5 


tO00'^O\tn4!kO4tOH* 


STEP  AT  PROMOTION  TO  GS-7 
DEPARTMENT  OF  DEFENSE 
TECHNICAL/CLERICAL 
(1975) 


11 

Total 


Number 

Percentage 

1,836 

26.7 

451 

6.6 

882 

12.8 

622 

9.1 

923 

13.4 

547 

8.0 

568 

8.3 

111 

10.7 

127 

1.8 

178 

2.6 

6,871 

100.0 

Average  Step  4.2 


Tab  G-6 


MEDIAN  WEEKLY  EARNINGS^ 
FULL-TIME  WAGE  AND  SALARY  WOPKEPS 


Median  Earnings 


Age 

Males 

All 

17 

104 

102 

18 

124 

116 

19 

139 

128 

20 

156 

133 

The  median  earnings  as  reported  in  the  Department  of 
Labor  May  1975  Survey  was  updated  by  the  average 
weekly  earnings  increase  of  workers  in  the  private 
non- form  economy  between  May  1975  and  July  1976. 
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20  Octobe  r 1 976 


QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 


MODERNIZED  PAY  AND  ALLOWANCES  SYSTEM 
ASSUMED  IMPLEMENTATION  PLAN 
Implementation  Assumptions 

1.  A new  Military  Basic  Pay  for  all  enlisted,  warrant  officer  and 
officer  grades  is  set  at  parity  with  Federal  Civil  Service  pay  based 
on  whole-grade  work  level  linkages  with  the  General  Schedule; 

E-3  to  GS-3 
E-7  to  GS-7 
0-2  to  GS-9 

0-5  to  GS-14  (preferred  0-6  linkage  not  yet  available) 

2.  New  BAQ  rates  are  set  based  on  the  cost  of  off  post  family  quarters 
with  bachelor  BAQ  at  its  current  relationship  to  family  BAQ,  New 
enlisted  BAS  rates  are  set  equal  to  BLS  average  food  costs  (currently 
$3.  71  per  day)  and  a new  officer  monthly  BAS  is  set  based  on  the  enlisted 
daily  rate. 

3.  The  new  system  becomes  effective  1 October  1978,  The  current 
basic  pay  and  BAQ  rates  are  retained  for  about  five  years  until  all 
active  duty  members  shift  to  the  new  tables  without  loss  of  basic  pay. 

4.  The  new  retirement  system  in  the  RMA  proposal  94-4  is  implemented 
in  FY  1979. 

5.  The  major  benefit  package  (leave,  holidays,  medical  absence, 
insurance,  modernized  retirement,  and  health  care)  is  retained  at 
present  levels  until  benefit  package  adjustments  can  be  made  on  a 
General  Schedule  package  linked  to  the  private  sector  (about  2 years). 

6.  All  bonuses  and  special  pays  are  unlinked  from  basic  pay  and  set 
at  specified  dollar  levels. 

a.  Officer  bonuses  and  special  pays  are  set  such  that  the  cost  to 
DoD  is  reduced  lO'Tr. 

b.  Because  of  reductions  in  enlisted  basic  pay  levels,  there  will 
be  a substantial  increase  in  enlistment  and  reenlistment  bonuses. 
Estimating  the  effects  of  enlisted  payline  shifts  on  bonuses  or  special 
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and  incentive  pays  are  highly  judgmental  because  there  isn't  an  empirical 
data  base  that  would  support  such  an  estimating  relationship.  Roughly  1/2 
the  enlisted  force  is  in  blue  collar  or  pure  military  skills  and  it  is  those 
skills  that  would  probably  be  underpaid  if  a pure  general  linkage  is  used. 
This  suggests  a probable  theoretical  tradeoff  of  2:1  in  current  spendable 
dollars  vs  bonus  dollars.  That  is,  for  every  dollar  decrease  in  current 
member  disposable  income,  we  would  probably  have  to  Increase  the  amount 
spent  on  bonuses  or  special  and  incentive  pays  by  50  cents.  This  is  a 
very  theoretical  efficiency  estimate  because  bonus  setting  methodologies 
are  not  exact.  But  it  provides  a reasonable  order  of  magnitude  estimate 
of  the  effect  of  varying  the  general  payline. 

7.  The  following  special  pays  adjustments  are  made: 

a.  Leprosy  Pay  and  Glider  Pay  are  eliminated. 

b.  The  present  Certain  Places  Pay  is  replaced  with  a more  meaningful 
Remote  Tour  Pay  authorized  for  repeated  assignments  to  locations  with  tour 
lengths  of  12  months  or  less,  where  no  dependents  are  authorized  for  any 
military  member  and  where  they  are  both  isolation  and  environmental 
extremes,  reducing  costs  to  DOD  by  90%  in  FY  1979 

c.  The  present  Sea  Pay  is  replaced  with  a more  meaningful  special  pay 
to  recognize  cumulative  service  ‘on  sea  duty  at  no  increased  cost  to  DOD. 

d.  Diving  Duty  pay  is  restructured  to  provide  greater  incentives  for 
saturation  divers  and  master  divers.  Divers  are  no  longer  entitled  to  SDA 
pay. 

e.  Optometrist  and  Veterinarian  pays  are  not  renewed. 

8.  Family  Separation  Allowance  I is  based  on  the  new  bachelor  BAQ  rate 
by  pay  grade,  and  paid  to  all  members  (with  dependents)  separated. 

9.  FSA  II  is  paid  to  all  members  (with  dependents)  separated. 

10.  The  Dislocation  Allowance  based  on  the  new  BAQ  rates  is  authorized  at 
single  and  married  rates,  by  pay  grade,  for  all  on  PCS  except  those  going 
from  sea  or  extended  field  duty  to  sea  or  extended  field  duty,  and  those 
on  accession  or  separation  moves. 

11.  Overseas  Station  Housing  Allowances  based  on  the  new  BAQ  rates  by 
grade,  reduce  SHA  costs  30%. 

12.  The  present  COLA  is  retained.  A COLA  at  60%  of  present  rates  is 
authorized  for  all  unaccompanied  members.  These  COLAs  are  paid  to  all 
members  stationed  at  the  locations  at  which  COLA  is  now  paid.  Estimated 
at  2.1  times  the  current  program  costs. 
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13.  A Variable  Housing  Allowance  Is  enacted  and' implemented  in  FY  79 
which  pays  a differential  VHA  at  locations  where  average  military  off 
post  housing  costs  by  grade  are  higher  than  the  overall  CONUS  average 
military  BAQ  by  grade. 


14.  Separation  pays  in  the  RMA  proposal  94-4  are  implemented  in  FY  79 
at  the  estimated  costs  to  DOD  for  FY  1978  contained  in  that  proposal. 


15.  PCS  travel  entitlements  are  extended  to  members  in  all  grades. 


16.  Pay  scales  for  members  of  reserve  components  on  duty  for  training 
(reserve  pay  appropriations)  are  set  on  a basis  independent  of  the  new 
basic  pay  scales  at  no  change  in  DOD  FY  78  cost.  Annual  increases  are 
matched  to  increases  in  the  new  Military  Pay  Increases. 


17.  Cadet  and  Midshipman  pay  is  set  on  an  independent  scale  at  the  costs 
estimated  in  the  DOD  Legislative  Proposal  95-19  for  FY  78.  Annual  in- 
creases are  matched  to  increases  in  the  new  Military  Pay. 


18.  DOD  FIC.V  contributions  are  based  on  the  new  basic  pay  rates. 


19.  All  other  pays  denominated  in  basic  pay  (such  as  Reenlistment  Bonuses) 
are  established  on  a new  basis  not  linked  to  basic  pay. 


20.  Military  Pay  increases  occur  annually  at  the  rates  used  in  the  FY 
1978  President's  Budget.  (FY  1978«6.5%,  79-6.0%,  80=5.75%,  81-5.25%, 
82-4.75%). 


21.  Annual  increases  in  the  current  pay  and  allowances  system  occur 
at  the  same  rates.  No  incre.sses  are  applied  after  the  1 October  1980 
pay  raise. 


22.  Members  on  sea  duty  or  extended  field  duty  are  entitled  to  govern- 
ment housing  — or  the  quarters  allowance  when  housing  is  not  provided 
on  the  same  basis  as  all  other  members.  10%  of  bachelors  on  sea  duty 
would  occupy  existing  quarters  assets,  the  remainder  draw  BAQ. 


23.  Members  assigned  to  bachelor  quarters  who  are  ordered  TDY  rettin 
their  assirned  quarters. 


24.  Members  assigned  to  bachelor  quarters  who  are  hospitalized  retain 
their  assigned  quarters.  Members  authorized  BAQ  who  are  hospitalized 
continue  to  receive  it  unless  tliey  arc  provided  bachelor  quarters  fully 
adequate  for  their  grade. 
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25.  Members  assigned  to  bachelor  quarters  who  are  required  to  vacate 
them  for  TDY  or  hospitalization  are  entitled  to  a DLA. 

26.  Cadets  and  midshipmen  at  the  service  academies  are  on  mandatory 
quarters  occupancy. 

27.  Officers  on  sea  duty  subsist  In  closed  messes.  Enlisted  members 
on  commuted  rations  required  to  subsist  in  a government  mess  for 
operational  or  duty  status  reasons,  or  when  no  alternative  source  of 
meals  Is  available,  are  charged  the  government  raw  food  cost  rounded 
to  the  nearest  five  cents  (currently  $2.73  for  a full  day’s  ration). 

28.  Enlisted  members  on  commuted  rations  subsisting  In  a government 
mess  at  their  own  choice  — when  a real  alternative  Is  available  to 
them  — are  charged  at  the  new  commuted  ration  rate  ($3.71  for  a full 
day's  ration)  to  distinguish  the  portion  of  food  delivery  system  for 
this  service  as  distinct  from  contingency  requirements.  The  current 
rate  of  discretionary  usage  by  members  on  commuted  rations  continues. 

29.  Cadets  and  midshipmen  at  the  service  academies  are  on  mandatory 
subsistence  in  kind. 

30.  Ten  percent  of  the  force  uses  government  mess  at  own  option. 

Conversion  Assumptions 


31.  All  non-prlor  service  and  broken  service  accessions  beginning 
October  1,  1978  are  paid  at  the  new  pay  and  allowances  rates. 

32.  Current  members  are  paid  at  the  new  BAS  rates  beginning 
October  1,  1978. 

33.  Officers  and  warrant  officers  in  a saved  pay  status  from  previous 
warrant  or  enlisted  duty  who  convert  to  the  new  basic  pay  and  BAQ 

are  entitled  to  saved  pay  based  on  equivalent  warrant  or  enlisted  new 
basic  pay  rates  at  the  time  of  conversion. 

34.  Retired  members  on  active  duty  retain  the  previous  basis  of  retired 
pay,  CPI  adjusted  forward  to  date  of  reentry  into  retired  status. 

35.  All  first  term  reenlistments  and  all  reserve  officer  integrations 
into  the  regular  components  beginning  1 October  1979  are  paid  at 

the  new  basic  pay  rate  and  BAQ  rate. 

36.  If  cash  pay  under  the  new  system  after  the  raise  exceeds  cash  pay 
under  the  old  system  before  the  raise.  Involuntarily  convert  to  new 
svsten  on  1 October  1979. 


37,  All  other  personnel  may  choose  to  convert  to  the  new  basic  pay 
rats. 

38.  In  the  old  pay  and  allowances  system  reallocate  25%  of  pay  raises 
in  FY  1977  and  1978.  No  further  bachelor  rebates. 

Supplementary  Assumptions 


39.  All  bachelors  on  sea  duty  choose  to  convert  immediately. 

40.  All  bachelors  in  quarters  choose  to  convert  by  end  of  FY  1978. 

41.  Half  of  those  in  family  quarters  convert  in  FY  1980  remainder 

in  FY  1981. 

42.  Subsistence  charge  rates  all  Increase  at  same  rate  as  Military 
Pay  Increases. 

43.  VHA  and  SHA  rates  Increase  at  same  rate  as  Military  Pay  increases. 


TAB  H 


SYSTEM  COSTS 


GENERAL  SCHEDULE  WHOLE  GRADE  LINKAGE  STANDARD 

The  cash  pay  and  RMC  aspects  of  the  modernized  pays  and  allow- 
ances system  can  be  readily  compared  with  the  current  system.  To 

> 

assess  total  compensation  system  costs  in  relation  to  the  current 
pays  and  allowances  system  an  implementation  plan  was  developed, 
based  on  decisions  where  they  have  been  taken  and  QRMC  recommendations 
where  they  have  not.  The  implementation  plan  is  shown  at  Tab  H. 

Some  allowance  elements  cannot  be  readily  costed  because  of  lack  of 
data.  In  these  cases  a reasonable,  but  arbitrary,  estimate  is  used. 

System  cost  details  are  shown  so  that  the  relative  costs  and  cost 
tradeoffs  can  be  assessed. 

The  cost  estimates  in  Tab  I are  based  on  the  President's  FY  1977 
budget  submission  and  therefore  contain  October  1975  military  pay  scales. 
Previously  published  QRMC  Staff  Research  Papers  showing  total  military 
compensation  displays  were  based  on  FY  1976  budget  costs  and  October 
1974  military  pay  scales.  In  addition,  the  Research  Papers  on  military 
fringe  benefit  valuations  also  used  FY  1976  budget  data.  The  FY  76 
budget  data  was  used  because  it  was  the  most  current  at  the  time  the 
papers  were  written.  This  Staff  Research  Paper  and  the  others  con- 
tained in  Volume  X,  which  deal  with  structural  changes  to  the  military 
compensation  system,  were  begun  subsequent  to  the  military  pay  raises 
which  occurred  in  October  1975.  Since  it  was  necessary  to  use  the  most 
current  pay  scales  in  exa.ning  changes  to  the  military  compensation  system, 
the  October  1975  pay  scales  were  used  in  these  Staff  Research  Papers. 

TAB  I 


?T* 


COMPARATIVE  SYSTEM  COSTS 


$ (Million) 

L ReguUr  Military  Compensation 
Basic  Pay 
Cash  BAQ 
Cash  BAS 


Current  Mode  rnized 

(Tentative  Costs) 

16.  054.4  13.  543.  5 

3.  285.1  5.110.7 

2.d22.  5 


(Tax  Advantage) 


tL27Q.4l 


Subtotal 


21.183.9 


Less: 

Quarters  in  kind 

Subsistence  in  kind  1 

Collections  from  aenbers  on  BAS 


1.531.6 
694.  id 
35.0 


(1.985.8) 

21.476.7 


2.357.9 

999.7 

319.8 


Add: 


Adjustments  to  collections 

-0- 

43.0 

Mandatory  Qts  Occupancy 

-0- 

-0- 

Short  tour  areas 

-0- 

-0- 

Afloat 

-0- 

43.0 

EM  not  eating  in  mess 

-0- 

-0- 

Cash  before  taxes 

18.923.1 

17.842.3 

Less: 

2,  393.2 

1.816.8 

Federal  Income  Tax 

1.491.  0 

1.054.1 

FICA 

902.2 

762.7 

Cash  after  taxes 

16.529.9 

16.025.5 

DOD  FICA  Contribution 

902.2 

762.7 

Total  DOD  Budget  Costs 

19.825.3 

18.605.0 

DOD  RMC  Costs /Savings 

-1.220.3 

Total  Government  Costs 

-783.4 

i 

ij 


M 


n 


i-i 


COMPARATIVE  SYSTEM  COSTS 


Curre  nt 

Modernized 

t 

i 

1 

n.  Special  Pays,  Total 

733.3 

(Tentative  Costs) 
1058.8 

(a)  Aviation  Career  Incentive  Pay 

192.6 

173.4 

(b)  Continuation  Pay,  Nuclear  Officer 

1.  7 

1.6 

i 

(c)  Physicians  and  Dentists  Pay 

47.0 

42.3 

(d)  Veterinarian  and  Optometrist  Pay 

1.  5 

-0- 

4 

(e)  Medical  Officers  Var.  Inc.  Pay 

66.4 

59.8 

• 

(f)  Continuation  Pay,  Phys.  & Dent. 

17.  8 

16.1 

(g)  Responsibility  Pay 

-0- 

-0- 

i 

/ 

(h)  Sea  Pay 

28.4 

28.4 

1 

( 

R 

(i)  Certain  Places  Pay 

32.3 

3.2 

'i 

1 

(jl  Diving  Duty  Pay 

3.  6 

7.0 

(k)  Enlistment  Bonus 

28.  5 

65.5 

(1)  Reenlistment  Bonus 

275.0 

625.0 

(including  Nuclear  Reenlietment 
bonus) 

(m)  Proficiency  Pay 

m.  Incentive  Pay,  Hasardous  Duty, 
Total 

(a)  Flying  Duty  Pay,  Total 
Crew  Member,  Enlisted 
Non-crew  Member 

(b)  Submarine  Duty  Pay 

(c)  Parachute  Jumping  Pay 

(d)  Demolition  Pay 


38.  5 

79.5 

30.6 
25. 4 

5.2 

25.4 
21.1 

2.4 


79.  5 
30.6 
25.4 
5.2 
25.4 
21.1 
2.4 


1-2 


COMPARATIVE  SYSTEM  COSTS 


Current 


Modernized 
(Tentative  Costs) 


IV.  Retirement  Pav  Cost  Accyual 

V.  Health  Care(patient  care)  System 

VI.  Reimbursements 

Station  Allowances  Overseas,  Total 

(1)  Cost  of  Living 

(2)  Housing 

(3)  Temporary  Lodging 

Fami'.y  Separation  Allowance,  Total 
'D  On  PCS,  no  government  qtrs. 

2)  On  PCS,  dependents  not  author. 


4,  570.  0 


3,889.9 


194.9 


72.2 


3,258.  3 


3.889.9 


2,237.2 


151.7 


63.2 


22.7 


40.4 


(3)  Afloat 


(4)  On  TDY 

PCS  Travel  Costs 

Variable  Housing  Allowance 

VII.  Terminal  Leave  Pay 

vni.  Severance  Pays,  Total 

(includes  Lump  Sum  Readjustment 
pay.  Disability  Severance  Pay,  and 
Non-Promotion  Severance  Pay) 

DC.  Reserve  Basic  Pays 
X.  Cadet  and  Midshipman  Pay 
TOTAL  SYSTEM  COSTS  (Recurring) 


1,669.0 


285.  7 


65.8 


1,  335.2 
65.9 

32.751.7 


1.879.1 


216.1 


76.0 


1,335.2 


30.817.1 


TOTAL  SYSTEM  COSTS  (Conversion) 


790.4 


1-3 


SYSTEM  COSTS 

INTERGRADE  GS/WG  MIX  LINKAGE  STANDARD 

To  Illustrate  the  Impact  to  the  military  compensation  system 
which  results  from  using  a GS/WG  mix  linkage  instead  of  GS  only, 

Tab  J shows  pay  standards  at  the  linkage  grades,  commissioned  officer 
and  enlisted  basic  pay lines,  basic  pay  tables,  and  a comparison  of 
total  compensation  system  costs  with  that  of  the  current  system  and 
the  GS  linkage  system. 

The  cost  estimates  in  Tab  J are  based  on  the  President's  FY  1977 
budget  submission  and  therefore  contain  October  1975  military  pay  scales. 
Previously  published  QRMC  Staff  Research  Papers  showing  total  military 
compensation  displays  were  based  on  FY  1976  budget  costs  and  October 
1974  military  pay  scales.  In  addition,  the  Research  Papers  on  itllitary 
fringe  benefit  valuations  also  used  FY  1976  budget  data.  The  FY  76 
budget  data  was  used  because  it  was  the  most  current  at  the  time  the 
papers  were  written.  This  Staff  Research  Paper  end  the  others  con- 
tained in  Volume  X,  which  deal  with  structural  changes  to  the  military 
compensation  system,  were  begun  subsequent  to  the  military  pay  raises 
which  occurred  in  October  1975.  Since  it  was  necessary  to  use  the  most 
current  pay  scales  in  examining  changes  to  the  military  compensation  systen, 
the  October  1975  pay  scales  were  used  in  these  Staff  Research  Papers. 


Military  f*4v  St4nd4rd 
£•3,  1 Year  of  Service 


Civilian  . 
Salary 


E-3 

Propofed  Average  Military 
Equivalent  Salary 

$9,548 


E-3 

Current  Average  Military 
Equivalent  Salary 


$9,101 


Housing  Cost 
$1,995 


BAQ 

$1,691 


Food  Cost 
$1,037 


Income  Tax 
Cost 

$801 


Net  Salary 
Standard 

$5,268 


BAS 

$1,533 


Tax  Advantage 
$762 

Tax  Paid 
$i74 


Net  Basic  Pay 
Equivalent 

$5,268 


$7,511 

BAQ 

$1, 110 


Tax  Advantage 
$460 

Tax  Paid  $347' 


Basic  Pay 
Less  Taxes 


MiUtary 
Basic 
Pay  - 
$5,742 


Current 

Basic 

Pay 

$5,018 


$4,671 


1/  Weighted  average  of:  13%  of  way  between  GS-3  and  CS-5  and  79%  of  way  between  WC-5  and  WO-6. 


m J-1 


Militory  P>y  Standard 
E-7,  14  Years  of  Service 


Civilian 
Salary  ‘ 


$13,918 


Housing  Cost 
$2,465 


Food  Cost 
$1, 353 


Income  Tax 
Cost  - $1, 697 


Net  Salary 
Standard 

$8,403 


E-7 

Proposed  Average  Military 
Equivalent  Salary 


£-7 

Current  Average  Military 
Equivalent  Salary 


$14,807 


Current 

Basic 

Pay 

$9,842 


$13,499 


BAQ 
$2,  067 


BAS 

$923 

Tax  Advantage 
- $667 

Tax  Paid 
$840 


Basic  Pay  less 
Taxes 

$9,  002 


s Weighted  average  of:  |85«  of  way  between  CS-7  and  CS-9  and  24%  of  way  between  WS-9  and  WS-IC. 

I 

t 

J-2 

I .*» 
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MILITARY  PAY  STANDARD 
0-5,  16  Years  of  Service 


Civil ia 
Salary 


0-S 

Proposed  Average  Military 
Equivalent  Salary 


0-S 

Current  Average  Military 
Equivalent  Salary 


$31,972 


$29,790 


Housing 

Cost 

$3,988 

Food  tost 
$1.695 


Income  Tax 
Cost 

$5,998 


Net 

Salary 

Standard 


$18,109 


Military 

Basic 

Pay 

$21,307 


BAQ 

$5,965 

EIS 

$1.353 

Tax  Advantage 
$3,347 

Tax  Paid 
$3,198 


Net  Basic 
Pay 

Equivalent 

$18,109 


Current 

Basic 

Pay 

$21,071 


$26,359 


BAQ 

$3,144 


Tax  Advantage 
$1-S07 


Tax  Paid 
$3,135 


Basic  Pay 
Less  Taxes 


$17,936 


BAS  $637 


Intergrade  link,  241  of  way  between  GS-14  end  GS-IS 


COMMISSIONED  OFFICER  AND  ENLISTED  BASIC  PAT  LINE 
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TABLES  UNDER 
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COMPARATIVE  SYSTEM  COSTS 
($  MILLION) 


Modernised 

Modernized 

Regular  Military  Compensation 

Current 

GS  Linkase 
(Tentative  Costs) 

C.S  /WG  Linkage 
(Tentative  Costs) 

Basic  Pay 

iS.oskA  _ 

13.543.5_ 

i6.^gQ.9 — 

Cash  BAQ 

^..285.1 

5.110.7 

^ 11Q.7 

Cash  BAS 

i.SkU.U 

2.822.5 

2.822.5 

(Tax  Advantage) 

fl.270.4l_ 

fl.985.8^ 

Subtotal 

0; 

21.476.7_ 

.JgkJtSibi. 

Leas: 

Quaiters  In  kind 
Subsistence  In  kind 
Collections  from  msmbsra  on  BAQ 

Add: 

694.2 

999.7 

2.357.9 

999.7 

35.0 

319.8 

“ 3»r8.. 

Adjustments  to  collections 
Mandatory  Qta  Occupancy 
Short  tour  areas 
Afloat 

4i.0_ 

JiilO. 

-ft- 

-0- 

.0-  _ 

-ft* 

.0- 

*0-  ^ 

-ft- 

43.0- 

43.Q_ 

-Q-  _ 

EM  not  eating  in  mesa 

-ft. 

-Q- 

Aft,  ^23. 1... 

'i7  . 842.3 

20,819.7 

Cash  before  taxes 

Less: 

1.816.8 

Federal  Income  Tax 
FICA 

1 liOl  .0 

1-0‘a‘*.^- 

762.7- 

Cash  after  taxes 

16.529.9 

16.025.5_ 

18.322.0 

DOD  FICA  Contribution 

902.2 

■;62.7 

a I 

~ ””  ■ ■ 

Tctal  DOD  Budget  Costs 
DOD  RMC  Costs/Savings 

19.825.3 

18.605.0 

-1-220.3 

21.750.8 

1.925.5 

Total  Government  Costs 

-7S3si 

1.849.9 
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IL  SpecimI  Pays,  Totml 

(a)  Aviation  Career  Incentive  Pay 

(b)  Continuation  Pay,  Nuclear  Officer 

(c)  Physician!  and  Dentistr.  Pay 

(d)  Veterinarian  and  Optometrist  Pay 

(e)  Medical  Officers  Var.  Inc.  Pay 

(f)  Continuation  Pay.  Phys.tr  Dent. 

(g)  Responsibility  Pay 

(h)  Sea  Pay 

(i)  Certain  Places  Pay 

(j)  Diving  Duty  Pay 

(k)  Enlistment  Bonus 


COMPARATIVE  SYSTEM  COSTS 

($  Million)  Modernized  Modernized 

Current  GS  Linkage  GS/WG  Linkage 
(Tentative  CostsHTentative  Costs 


(I)  Reenlistment  Bonus 

(including  Nuclear  Reenlistntent 
bonus) 


(m)  Proficiency  Pay 


m.  Incentive  Pay,  Hazardous  Duty. 
Total 


(a)  Flying  Duty  Pay.  Total 
Crew  Member.  Enlisted 
Non-crew  Member 

(b)  Submarine  Duty  Pay 

(c)  Parachute  Jumping  Pay 

(d)  Demnlition  Pay 


T33.3 


192.6 


1.7 


47.0 


66.k>  . 


17.8 


-0- 


28.4 


3.6 


28.5 


?75»Q- 


ja-i 


-3J.6 


25.4 


ai.i 


.ZJl. 


1058.8 


173.4 


1.6 


42.3 


-0- 


59.8 


16.1 


-0- 


28.4 


65.5 


625.0 


36.5 


J2z 


25.4 


25.4 


21.1 


.2JL 


671.8, 


17^.4 


_42..J_ 


JL-i. 


26.4 


-LA. 


-1*0. 


28.5 


275.0 


36.5 


79.5 


30.6 


-25alL. 


21.1 


-2.k. 
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COMPARATIVE  SYSTEM  COSTS 
($  Million) 

Current 


IV.  Retirement  Pay  Cost  Accrual 


4,570.0 


Modernized  Modernized 

GS  Linkage  GS/WG  Linkage 
(Tenative  Costs)  (Tentative  Costs) 

3,258.3  4,094.0 


Station  Allowances  Overseas.  Total 


194.9 


237.  6 


237.6 


(1)  Cost  of  Living 

72.2 

151.7 

151.  7 

(2)  Housing 

90.3 

63.2 

63.2 

(3)  Temporary  Lodging 

32.4 

22.7 

22.7 

Family  Separation  Allowance.  Total 

37.2 

40.4 

40.4 

(1)  On  PCS.  no  go/ernment  qtrs. 

5.  1 

8.3 

8.3 

(2)  On  PCS.  dependents  not  author. 

17.2 

17.2 

17.2 

(3)  Afloat 

8.6 

8.6 

8.6 

(4)  On  TOY 

6.3 

6.3 

6.3 

PCS  Travel  Costs 

1,669.0 

1,879.  1 

1.879.  i 

Variable  Housing  Allowance 

-0- 

80.1 

80.1 

VII.  Terminal  Leave  Pay 

285.7 

216.1 

263.6 

vm.  Severance  P^s.  T*tal 


TOTAL  SYSTEM  COSTS  (Conversion) 


790.4 


22.5 
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8 Dec  1976 
Rev  19  Jar  1977 

QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 
STAFF  RESEARCH  PAPER 
SALARY  SYSTEM  OF  MILITARY  PAY 

I.  Purpose;  To  describe  a system  to  ?Tplement  a military  salary 
system,  including  pay  setting  methods,  candidate  pay lines  and  pay 
tables;  and  to  provide  system  cost  comparisons  and  transition  cost 
estimates. 

II.  Introduction;  The  1975  Quadrennial  Review  of  Mi.litery  Compen- 
sation studied  the  feasibility  and  desirability  of  a salary  system  for 
military  personnel  to  replace  the  current  pays  and  allowances  systems. 
The  principal  features  of  the  salary  system  are; 

a.  A single  payment  or  new  Military  Pay  will  replace  the  elements 
of  military  compensation  which  currently  comprise  Regular  Military  Com- 
pensation (RMC)  — basic  pay,  quarters  (cash  and  in-kind),  subsistence 
(cash  and  in-kind),  and  the  tax  advantage  which  results  because  the 
allowances  are  not  subject  to  income  tax. 

b.  In  keeping  with  the  principle  of  **cqual  pay  for  substantially 
equal  work,"  all  military  personnel  of  the  same  grade  and  longevity 
step  will  be  paid  the  same  basic  Military  Pay. 

c.  A system  of  bonuses  and  special  and  incentive  pays  will  be 


retained  to  meet  personnel  requirements  in  specific  skills. 
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’ d.  As  a result  of  more  frequent  relocarions,  military  personnel 

experience  significantly  greater  housing  costs  than  their  civilian 
counterparts.  Therefore,  under  a salary  system  in  which  military 
salaries  are  set  equal  to  civilian  salaries  at  equivalent  work  levels, 
recognition  of  the  greater  housing  expenses  of  military  personnel  will 
be  achieved  through  an  extensive  Variable  Housing  Allowance  (VHA)  system. 

Military  Pay  levels  in  this  system  are  based  on  work  level  linkages 
with  the  Federal  Civil  Service.  A number  of  standards  are  useable, 
including  linkage  to: 

• The  General  Schedule  (GS)  at  the  nearest  whole  grade  to  the 
work  level  of  the  selected  military  grade. 

e The  GS  at  the  Intergrade  work  level  point  equal  to  the  work  level 
of  the  selected  military  grade. 

e For  the  enlisted  force  the  mix  of  the  nearest  whole  grades 
in  the  GS  and  the  Wage  Grade  (WG)  syst.ws  equal  to  the  mix  of  white 
and  blue  collar  Jobs. 

e For  the  enlisted  force,  the  same  mix  but  using  the  intergrade 
work  levels  equal  to  the  selected  military  grades  but  using  the  GS/UG 
nix  for  the  enlisted  force. 

The  first  alternative  is  used  for  illustrative  purposes  in  this 
paper  for  consistency  with  the  QRMC  recommendations  in  the  non-taxable 
nudemized  pay  and  allowances  system.^ 

I 

The  QRHC  considered  a nunber  of  possible  linkage  points  for 
setting  nilitary  paylines.  The  preference  was  for  two  points  for  each 

* 1 

i Alternative  work  level  Unkafe  standards  nay  be  required  to 

I aeke  the  syston  effective  In  neetlng  nanpower  requlrenents. 

I QKMC  Staff  consideration  of  this  question  Is  prodded  In  the 

r Staff  Research  Paper  **Modemlzcd  Pay  and  Allowances  Systen, 

12  Hovenber  1976  (Sevlaed  IS  January  1977)  pp  11-16. 
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payline:  E-3  and  E-7  for  the  enlisted  payline,  and  0-2  and  0-6  for 

the  officer  payline. 

III.  Military  Pay  Tables:  The  military  pay  tables  are  built  around 

the  linkage  grades.  The  linkage  grades  used  are  E-3,  E-7,  0-2  and  0-5. 
The  preferred  0-6  linkage  is  not  used  because  0-6  linkage  data  was  not 
developed  in  staff  research  on  linkage.  Intergrade  relationships  from 
the  current  basic  pay  table  have  been  used  to  establish  the  enlisted  and 
officer  paylines  because  those  relationships  have  been  developed  to 
meet  force  management  needs.  Intragrade  differentials  from  the  current 
basic  pay  table  could  not  be  used  because  they  were  Irregular  and  varied 
widely.  Regularized  intragrade  progression  rates  are  developed  from 
civilian  practices  to  provide  meaningful  Increases  to  recognize  per- 
formance improvements  that  on  the  average  result  from  additional  time 

in  service.  Steps  were  added  at  the  one  year  point,  to  match  private 
sector  practices  for  entering  employees,  and  at  the  24,  28,  30  and  32 
year  points  to  smooth  out  departure  patterns  in  the  senior  grades  by 
serving  as  an  inducement  to  remain  on  active  duty  consistent  with  per- 
sonnel management  objectives.  Finally,  the  three  special  pay  grades, 
0-lE,  0-2E  and  0-3E,  for  officers  who  have  over  four  years  of  enlisted 
service  were  eliminated  at  no  significant  increase  in  cost.  The  1971 
All  Volunteer  Force  pay  raises  have  eliminated  the  pay  inversions  which 

made  that  separate  pay  table  desirable.  Construction  of  the  new  Military 
Pay  System  is  detailed  in  Tab  A through  E.  The  military  pay  tables  are 
shown  at  Tab  F. 

IV.  Implementation:  To  provide  a comprehensive  and  Integrated  compen- 

sation plan  based  on  the  salary  system  a detailed  list  of  47  related 

compensation  elements  and  transition  assumptions  is  provided  at  Tab  G. 

The  major  features  in  that  plan  are: 
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• The  new  system  becomes  effective  October  1973. 

• The  current  basic  pay  and  allowance  rates  will 
remain  in  effect  on  an  optional  basis  for  an  additional 
period  of  about  five  years  until  all  active  duty  members 
shift  to  the  Military  Pay  tables  without  loss  of  pay.  No 
pay  raises  will  be  made  to  the  old  rates  after  October  1980. 

• The  DoD  proposal  for  military  retirement  moderni- 
zation will  be  adopted. 

• Linkages  are  to  the  General  Schedule  whole  grade 
nearest  the  work  level  of  the  military  linkage  grade.  The 
enlisted  linkage  is  to  the  GS  only,  not  a mix  of  white 
collar  and  blue  collar. 

• Bonuses  and  special  pays  will  be  set  at  specified 
levels  instead  of  attempting  to  relate  them  to  the  proposed 
Military  Pay  rates. 

• Enlisted  bonuses  and  special  nays  in  critical 
specialties  will  be  used  extensively  because  blue  collar 
occupations  were  excluded  from  the  linkage. 

• PCS  travel  entitlements  are  extended  to  junior 
enlisted  members. 

• The  "fair  market"  rental  system  (Ff*P)  for  govern- 
ment housing  is  adopted. 

• Since  Military  Pay  is  set  equal  to  General  Schedule 
salaries,  an  extensive  Variable  Housing  Allowance  (VHA) 
system  will  be  required  to  compensate  military  per- 
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sonnel  for  the  greater  housing  costs  they  must  bear  in 
relation  to  their  civilian  counterparts. 

Comparative  systems  cost  are: 


Comparative  Costs' 
($  Millions) 


Current 

System 


Salary 

System 


Basic  Pay 

BAQ 

QIK 

BAS 

SIX 

(Tax  Advantage) 
2 


RMC 


$16,054.4 
3,  285.1 
1,531.6 
1,844.4 
729.2 

LI,  270. 4) 
$ 22,454.3 


$21,769.2 


1,167.2 


762.9 


$21,769.2 


DoD  Personnel  Budget 
Costs  of 


RMC  items^ 

Other  Elements  ^ 


18.923.1 


19.839.-1 


13.828.6 


Total  DoD  System  Costs  $32,751.7 
(Recurring) 


14,833.4 

$34,672.5 


Transition  Costs 


$1,210.6 


Detailed  cost  comparisons  are  shown  in  Tab  H to  permit 
evaluation  of  separate  elements  in  the  context  of  the  total 
system. 


I=V  77  budget 


MillJJ”  P^^’les^coUe«LnfT‘®** 

in  sa‘I?y %{e”  quarters  and  subsistence 


Includes  Retirement  pay  accrual  of  $4  570  n j 
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V.  Summary : 

At  Tab  D,  current  average  cash  Regular  Military  Com- 
pensation (RMC)  levels  on  the  payline  are  compared  to 
the  salary  system  military  paylines  which  are  produced 
by  linking  to  the  General  Schedule  and  then  fitting  the 
payline  to  conform  to  the  shape  of  the  current  military 
basic  pay  intergrade  differentials.  Tab  D and  the 
military  pay  tables  under  the  salary  system  at  Tab  F 
show  that: 

a.  Military  pay  levels  under  the  salary  system  are 
greater  than  current  average  cash  RMC  levels  on  the 
officer  payline. 

b.  Military  pay  levels  on  the  enlisted  payline  are 

less  than  current  average  cash  RMC  levels. 

The  effect  of  these  changes  together  with  the  probable 
increased  use  of  bonuses  will  result  in  a higher  proportion 
of  the  force  being  on  "shadow"  paylines  above  the  common 
military  pay  base.  The  acceptability  of  this  in  terms  of 
performance  motivation  and  retention  will  require  manage- 
ment judg-  . *s  not  necessarily  reducible  to  quantitative 
1 

comparisons . 

I 

See  QRMC  Staff  Research  Paper  "Modernized  Military  Pay 
and  Allowances  System",  November  12,  1976  (Rev  15  Jan  77) 
pp  13-16. 


i 


Military  Pay  Tables  Under 
The  Salary  System 

The  military  pay  tables  under  the  salary  system  are 
constructed  using  the  following  criteria: 

Pay  Table  Criteria. 

a.  Linkage 

The  military  pay  is  based  on  whole  grade  work  level 
linkages  with  the  General  Schedule  at  the  following  points: 
E-3  to  GS-3  and  E-7  to  GS-7;  0-2  to  GS-9  and  0-5  to  GS-14. 

b.  Core  Longevity  Steps. 

The  construction  of  the  pay  tables  centers  around 
promotion  points  for  each  of  the  grades  and  the  number  of 
years  spent  in  the  grade  until  promotion  to  the  next  grade 
and  until  retirement,  or  force  out,  after  promotion  to  the 
grade.  Along  with  accession  and  retention  considerations, 
these  features  of  the  military  personnel  management  system 
will  serve  as  a guide  in  constructing  the  military  pay 
tables.  The  point  in  the  grade  at  which  promotion  occurs 
is  identified  as  the  "core"  longevity  step  for  that  grade. 
In  the  officer  pay  table,  the  "core"  longevity  step  is 
the  DOPMS  promotion  flow  point.  In  the  enlisted  pay  table, 
th-5  "core"  longevity  step  is  the  average  years  of  service 
at  promotion  in  the  Enlisted  Management  Systems  Plan.  The 
line  which  connects  the  pay  at  the  core  longevity  steps 
in  the  military  pay  tables  is  defined  as  the  payline. 

Tab  B shows  the  longevity  step  at  each  pay  grade  which 


Tab  A 
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forms  the  two  military  paylines. 

c . Military  Pay  at  the  Linkage  Grades. 

Military  pay  rates  at  the  two  linkage  points  in  each 
payline  are  set  at  parity  with  the  General  Schedule,  i.e., 
identical  to  the  salaries  of  the  General  Schedule  grades 
which  result  from  entry  into  or  promotion  to  those  grades. 
Data  on  the  entire  General  Schedule  is  not  yet  available. 
Until  it  is,  data  on  DoD  civilians  will  be  used  to  represent 
it.  The  General  Schedule  linkage  salaries  will  be  deter- 
mined as  follows: 

(1)  In  calendar  year  1975,  the  average  step  upon 
promotion  to  GS-3  of  Department  of  Defense  civilians, 
consisting  largely  of  employees  in  the  technical/clerical 
occupational  grouping,  was  Step  2.  Therefore,  the  E-3 
military  pay  at  the  core  longevity  step  (over  one  year  of 
service)  is  set  equal  to  the  salary  of  GS-3,  Step  2,  or 
$7,339  per  year. 

(2)  Generally  speaking,  GS-7  occupations  which  are 
analogous  to  jobs  filled  by  the  E-7  are  those  which  are 
classified  in  the  technical/clerical  schedule  under  the 
new  Civil  Service  salary  schedules  proposed  by  the  President's 
Panel  on  Federal  Compensation  (Rockefeller  Panel) . There- 
fore, the  average  step  upon  promotion  to  GS-7  in  technical/ 
clerical  occupations  is  used  to  set  the  n-7  military  pay 

at  the  core  longevity  step.  This  will  be  consistent  with 
the  recommendation  of  the  Rockefeller  Panel  to  separate 


TAB  A 
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the  current  General  Schedule  into  two  schedules,  one  covering 
executive/professional/administrative  occupations  and  the  other  cov 
covering  technical/ clerical  occupations.  Salaries  of  executive/pro~ 
fessional/administrative  employees  will  be  set  on  a national 
average  basis  while  salaries  of  technical/clerical  employees 
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will  be  set  on  a locality  basis.  In  1975,  the  average  step 
on  promotion  to  GS-7  of  Department  of  Defense  civilians  in 
the  technical/clerical  occupational  grouping  was  Step  4 to  the 
nearest  whole  step  (See  Tab  C).  The  E-7  military  pay  at  the  core 
longevity  step  (over  14  years  of  service)  is  set  equal  to 
the  salary  of  GS-7,  Step  4,  or  $12,150  per  year. 

(3)  The  0-2  occupations  at  the  GS-9  level  are 
generally  those  that  would  be  classified  in  the  executive/ 
professional/administrative  schedule,  whose  salaries  will 
be  set  on  a national  average  basis.  The  military  pay  of 
the  0-2  is,  therefore,  based  on  the  average  step  at  pro- 
motion to  GS-9  in  professional  and  administrative  occupations . 
In  1975,  the  average  step  on  promotion  of  Department  of 
Defense  civilians  in  these  occupational  groupings  was  Step 
2 to  the  nearest  whole  step.  The  0-2  military  pay  at  the 
core  longevity  step  (over  two  years  of  service)  is  set  equal 

to  the  salary  of  GS-9  Step  2,  or  $13,931  per  year. 

(4)  In  1975,  the  average  step  upon  promotion  to  GS- 

14  of  Department  of  Defense  civilians,  all  of  whom  are 
classified  in  professional/administrative  occupations,  was 

Step  3.  Therefore,  the  0-5  military  pay  at  the  core 
longevity  step  (over  16  years  of  service)  is  set  based 


1 

1 
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TAB  A 


equal  to  the  salary  o£  GS-14,  Step  3,  or  $28,651  per  year. 


d.  Intergrade  Differentials. 


The  intergrade  differential  sets  the  difference  in 


military  pay  rates  between  grades  at  the  core  longevity 
step.  The  differentials  which  currently  exist  in  basic  pay 
at  the  core  longevity  steps  is  used  in  setting  the  core 
military  pay  levels  between  the  linkage  grades  in  each  pay- 


line. The  current  differentials  in  basic  pay  was  selected 


as  appropriate  intergrade  differentials  because  basic  pay 
is  the  element  of  military  compensation  which  has  been 


shaped  over  a period  of  years  to  meet  the  unique  personnel 


management  requirements  of  the  services  and  the  levels  of 


which  reflect  work  level  distinctions  between  the  grades. 
The  shape  of  the  General  Schedule  payline  was  not  con- 
sidered because  it  has  been  structured  to  meet  personnel 


requirements  of  a civilian  force  significantly  different 


from  that  of  the  military.  RMC  "payline"  differentials 


were  also  considered  for  this  purpose.  They  were  rejected 
because  three  elements  of  RMC--basic  allowance  for  quarters, 


basic  allowance  for  subsistence,  and  tax  advantage- -bear 


no  relationship  to  the  purpose  of  the  intergrade  differ 


entials  under  a salary  type  system. 


e.  Longevity  Steps. 


(1)  Time  Interval  Between  Steps. 


TAB  A 
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Longevity  pay  increases  serve  as  an  economic  incentive 
to  remain  in  service  and  are  to  recognize  and  reward  individual 
performance  improvements  which,  on  the  average,  occur  with 
additional  time  spent  in  service.  The  annual  matching 
pay  increases  keep  overall  military  pay  abreast  of  wage  move- 
ments in  the  private  sector.  The  two-year  intervals  which 
occur  between  most  of  the  longevity  steps  in  the  present  pay 
table  are  retained  in  the  military  pay  tables  as  reasonable 
intervals  between  performance-related  increases.  However, 
exceptions  to  this  general  rule  are  made  by  retaining  the 
longevity  step  at  the  three  years  of  service  point  which  is 
in  the  current  basic  pay  table  and  adding  a longevity  pay 
step  at  the  1-year  point.  Therefore,  one  year  intervals 


occur  between  longevity  step  increases  in  the  first  four 
years  of  service  and  two-year  intervals  thereafter.  The 
shorter  time  period  between  longevity  pay  increases  in  the 
first  four  years  of  service  is  consistent  with  the  practice 
in  the  private  sector  of  frequent  pay  increases  in  the 
early  years  cf  employment.  Kramer  Associates,  Inc.  in  a 
study  of  entry  level  compensation  practices  in  the  civilian 
sector  for  the  Third  QRMC,^  reported  that: 

• Entry-level  professional  employees,  who  correspond 
roughly  to  newly  commissioned  officers,  are  promoted  after 
one  year  and,  on  the  average,  receive  salary  increases  of 
15  percent. 


Entry  Level  Compensation  Practices  In  The  Civilian  Sector, 
Kramer  Associates,  Inc.,  August  6,  1976. 
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• Employees  in  entry-level  office  occupations  can 
generally  attain  the  second  level  in  three  to  six  months. 

• Apprentices  in  skilled  trade  programs,  usually 
three  to  four  years  in  duration,  receive  a pay  increase 
after  six  months  and  another  increase  after  one  year. 

In  the  enlisted  military  pay  table,  these  early  pay 
increases  upon  entry  are  provided  through  promotion • Under 
enlisted  force  management  plans,  promotion  to  E-2  occurs 
after  six  months  service  and  promotion  to  E-3  occurs  after 
one  year.  However,  under  the  current  basic  pay  tables  the 
entry  commissioned  officer  does  not  receive  a pay  increase 
for  two  years  when,  under  DOPMS,  promotion  to  0-2  occurs. 
Therefore,  the  one-year  longevity  step  pay  increase  is 
added  to  give  earlier  recognition  to  the  performance 
improvement  achieved  by  the  officer  after  commissioning. 

(2)  Number  of  Longevity  Steps. 

(a)  Officer  Military  Pay  Table. 

There  were  several  factors  considered  in  deter- 
mining the  number  of  longevity  steps  in  the  officer  military 
pay  table.  These  considerations  include  the  Defense 
Officer  Personnel  Management  System  (DOPMS),  which  defines 
the  longevity  steps  for  each  grade  step  at  which  normal 
promotion  will  occur.  Longevity  increases  beyond  the 
DOPMS  promotion  flow  points  are  unnecessary  since  the 
necessity  for  providing  an  economic  incentive  is  elimi- 
nated. However,  since  the  promotion  points  contained  in 
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DOPMS  are  subject  to  change,  a measure  of  flexibility  is 
provided  in  the  pay  table  by  adding  one  longevity  pay  in- 
crease past  the  normal  promotion  point  to  the  next  grade. 
Under  this  criteria,  the  longevity  pay  increases  terminate 
at  the  following  steps:  0-1,  3 years;  0-2,  6 years;  0-3,  12 

years;  0-4,  18  years;  0-5,  24  years. 

Additional  longevity  steps  are  then  added  to  those 
determined  under  the  DOPMS  criteria  fcr  grades  0-1,  0-2,  and 
0-3.  This  permits  elimination  of  the  current  separate  table 
for  commissioned  officers  with  enlisted  service  fO-lE,  0-2E, 
and  0-3E).  When  that  separate  table  was  originally  estab- 
lished, the  major  justification  was  to  preclude  pay 
inversions  on  initial  commissioning  and  to  avoid  inequities 
for  those  who  were  commissioned  with  considerably  more  than 
four  years  enlisted  service.  The  1971  all-volunteer  forces 
pay  raise  eliminated  the  first  problem  area.  The 

second  problem  can  be  eliminated  by  extending  the  basic 
commissioned  officer  military  pay  table  intragrade  pro- 
gression to  cover  personnel  commissioned  with  prior  enlisted 
service.  The  number  of  additional  longevity  steps  for  each  of 
the  grades  arc  created  based  on  the  following  considerations: 

9 At  least  ten  years  of  commissioned  .service  are 
required  for  retirement  at  twenty  years.  Therefore,  ten 
years  service  would  be  the  normal  maximum  service  that  an 
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enlisted  member  would  have  upon  being  commissioned. 

f Under  DOPMS  the  normal  flow  point  to  0-3  is  at  four 
years  of  commissioned  service.  Thus  fourteen  years  would  be 
the  normal  maximum  years  of  total  service  an  officer  would 
have  upon  promotion  to  0-3. 

• Under  DOPMS  an  officer  remains  six  years  in  grade 
0-3  before  promotion  to  0-4.  The  officer  with  the  normal 
maximum  enlisted  service  who  was  promoted  in  "due  course" 
would  reach  retirement  eligibility  of  20  years  while  in 
grade  0-3.  Therefore,  longevity  increases  in  grade  0-3 
are  extended  to  the  18  year  point  to  provide  longevity 
increases  up  to  the  20  year  retirement  point. 

• Longevity  steps  for  0-2  end  at  the  14  year  point 
and  for  0-1  end  at  the  12  year  point  since  under  the  DOPMS 
flow  points,  promotion  or  force  out  will  occur  before  going 
past  these  points. 

• In  the  main  segment  of  the  officer  corps,  less 
than  Z\  are  currently  in  these  "extra"  longevity  steps. 

Under  DOPMS  those  longevity  steps  will  be  limited 
essentially  to  officers  with  prior  enlisted  service  since 
regular  commissioned  officers  will  be  promoted  or  forced 
out  before  reaching  these  longevity  steps.  The  additional 
cost  of  paying  the  officers  who  are  currently  in  these 
extra  longevity  steps  at  the  proposed  military  pay  rates 
would  only  be  approximately  $1.6  million. 
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DOPMS  criteria  cannot  be  applied  in  determining  the  terminal 
longevity  steps  for  grades  0-6  through  0-10  since  there  are  no 
promotion  flow  points  to  general  and  flag  officer  grades. 

For  grade  0-6,  longevity  steps  are  added  at  the  24  and  28  years 
service  points  to  smooth  out  the  0-6  departures  from  service 
by  serving  as  an  inducement  to  remain  on  active  duty.  This  is 
consistent  with  the  design  of  the  Retirement  Modernization 
Act  (RMA)  to  encourage  service  to  30  years  before  retirement. 
Longevity  increases  are  also  added  for  general  and  flag  officer 
grades  at  the  28,  30,  and  32  year  service  points.  These  steps 
are  added  in  recognition  of  the  fact  that  most  general  and 
flag  officers  serve  past  30  years  before  retirement,  and  pro- 
vide remuneraMon  for  that  service. 

(b)  Enlisted  Military  Pay  Table. 

Unlike  the  officer  force,  the  enlisted  force  does  not 
have  common  promotion  points  nor  are  promotions  specifically 
managed  to  occur  at  a given  point.  There  are  considerable 
differences  in  the  number  of  years  at  promotion  among  the 
services.  For  these  reasons,  there  is  a wide  dispersion 
around  the  "core”  longevity  step  of  enlisted  personnel  in 
each  pay  grade;  this  reduces  the  usefulness  of  the  "core" 
longevity  step  as  a bjisis  for  differential  longevity 
increase  rates  to  contribute  to  continuation  policies. 

Therefore,  while  the  identifeation  of  "core" 
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longevity  steps  based  on  an  objective  enlisted  force  is 
used  as  a guide  in  establishing  an  enlisted  military  pay- 
line, it  is  not  applied  rigidly  in  constructing  the  pay 


table.  The  pay  table  must  have  the  flexibility  to  fit 
changing  force  objectives  and  promotion  opportunities  in  a 
force  less  rigidly  controlled  by  "up-or-out"  policies  than 
is  the  officer  force.  To  provide  this  flexibility,  the 
longevity  steps  for  each  grade  must  extend  to  the  point 
to  which  continuation  on  active  service  is  authorized. 
Therefore,  the  enlisted  military  pay  table  will  be 
structured  such  that  longevity  pay  increases  occur  up 
to  that  longevity  step  in  each  grade  just  preceding  the 
authorized  tenure  for  that  grade  under  current  enlisted 
management  plans. 

The  authorized  tenure  under  current  management  plans 
are  as  follows:  E-4,  10  years;  E-5,  20  years;  E-6,  23 
years,  E-7,  26  years;  E-8,  28  years;  E-9,  30  years. 

Since  the  average  longevity  step  at  which  promotion 
occurs  in  each  grade  can  vary  from  the  enlisted  manage- 
ment objective  "core”  longevity  step  over  a period  of 
time,  and  because  these  promotion  points  will  tend  to 
vary  among  the  services,  a constant  percentage  intragrade 
differential  is  applied  to  all  of  the  longevity  steps  in 
each  pay  grade. 

f.  Intragrade  Differentials. 

Intragrade  differentials  set  the  dollar  differences 
between  longevity  steps  within  a particular  pay  grade.  The 
current  basic  pay  tables  have  no  regular  pattern  of 
differentials.  They  range  from  1.21  to  15. 8t  in  an 
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irregular  array.  To  rationalize  intragrade  differentials 
in  the  military  pay  tables,  civilian  practice  in  this  area 
is  used  as  a guide.  However,  the  military  force  is  managed 
primarily  on  the  basis  of  entry  at  the  bottom  and  career 
progression  through  the  grades  on  a competitive  performance 
basis.  Therefore,  intragrade  longevity  increases  in  pay 
will  be  kept  subordinate  in  importance  to  the  increases 
which  result  from  promotion. 

The  General  Schedule  salary  table  is  constructed  such 
that  there  is  a 301  differential  between  Step  1 and  Step  10 
in  all  of  the  grades.  This  averages  out  to  an  intragrade 
differential  of  about  31  between  steps. 

There  is  no  consistent  pattern  of  practice  in  the 
private  sector  regarding  intragrade  differentials.  A 1974 
survey  of  compensation  practices  by  the  Civil  Service  Com- 
mission showed  that  while  length-of-service  pay  increases 
are  quite  common  in  state  and  local  governments,  they  play 
a much  less  significant  role  in  employee  pay  adjustment 
practices  for  private  and  non-profit  organizations.  In 
private  sector  organizations  which  use  a step  rate  pay 
structure,  the  median  intragrade  step  differential  is 
between  3t  and  41. 

An  intragrade  differential  of  31  is  established 
for  the  military  grades.  This  differential  was  chosen 
becuase  it  is  consistent  with  the  intragrade  differentials 
in  the  Federal  Civil  Service  and  in  private  industry. 
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minimum  rate  which  allows  pay  increases  of  a meaningful  dollar 


amount . 


Within  this  framework  of  comparability  with  civilian 


longevit>  practice,  military  accession  and  retention  con- 
siderations must  be  taken  into  account  in  the  early  years 
of  service.  Generally  speaking  the  initial  period  of  military 
service  obligation  occurs  within  the  first  four  years  of 
enlisted  and  the  first  six  years  of  officer  service. 
Determination  of  intragrade  differentials  in  these  segments 
of  the  pay  table  are  discussed  in  the  sections  on  each. 

Using  these  criteria,  the  military  pay  tables  under 
a salary  system  are  constructed  as  follows: 

(1)  Enlisted  Military  Pay  Table. 


(a)  Setting  Basic  Pay  a 
Military  pay  at  the  core  longevity  steps  of  grades 
E-3  and  E-7  are  set  at  parity  with  the  General  Schedule 
grades  GS-3,  Step  2 and  GS-7,  Step  4,  respectively.  Mili- 
tary pay  at  the  core  longevity  steps  of  the  grades  between 
E-3  and  E-7  arc  set  based  on  the  intergrade  differentials 
of  basic  pay  which  currently  exist  between  these  grades 
(See  Tab  D) . Thus  the  military  pay  of  E-4  at  the  core 
longevity  step  for  that  grade  is  1.162  times  $7,339.  The 
intergrade  differentials  in  the  current  enlisted  basic  pay 
table  are  then  applied  to  the  rest  of  the  grades  up  to  E-7 
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However,  application  of  these  differentials  to  the  core 
basic  pay  for  E-3  yields  a military  pay  of  $14,394  for  E-7. 

This  is  $2,244  over  the  linked  pay  of  $12,150  for  the  E-7. 

To  fit  the  enlisted  payline  to  the  two  linkage  points,  this 
overage  is  proportionally  prorated  to  the  existing  inter- 
grade differentials  between  E-3  and  E-7.  The  resultant 
enlisted  basic  payline  and  differentials  are  shown  at  Tab  H. 

Military  pay  rates  for  E-1  and  E-2  are  set  by  stepping 
down  from  the  linked  E-3  basic  pay  by  the  percentage  differ- 
entials in  the  current  basic  pay  table.  Likewise,  "core" 
longevity  military  pay  levels  for  E-8,  E-9  and  Sergeants 
Major  are  set  by  stepping  up  from  the  linked  E-7  basic  pay 
by  the  intergrade  differentials  in  the  current  pay  table. 

•(b)  Pay  Grades  E-1  through  E-4  with  less  than 
4 Years*  Service. 

Accession  and  retention  considerations  predominate 
through  the  first  four  years  of  enlisted  service.  Pro- 
motions occur  rapidly  up  to  grade  E-4.  Thus,  the  primary 
pay  motivating  factor  is  provided  through  the  pay  increases 
which  result  from  promotion  rather  than  from  longevity 
in  a grade.  In  FY  1976,  most  of  the  first  term  enlistments 
were  for  a period  of  three  or  four  years  (401  three  year 
enlistments  and  54t  four  year  enlistments).  Therefore,  in 
constructuring  the  military  pay  table  for  this  group  it  is 
necessary  that:  (1)  entry  level  pay  be  competitive  with 

civilian  employment  so  that,  in  conjunction  with  the 
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enlistment  bonus  program,  the  military  services  can  meet 
their  accession  requirements;  and  (2)  there  be  significant 
pay  increases  at  the  three  and  four  years  of  service  points 
to  provide  an  incentive  to  extensions  and  reenlistments  to 
continue  in  military  service. 

(c)  Entry  Level  Pay. 

The  competitive  criteria  is  met  by  establishing  E-3 
pay  based  on  linkage  to  GS-3.  Pay  for  E-1  and  E-2  is  then 
derived  by  stepping  down  from  the  linked  E-3  basic  pay  by 
the  basic  pay  percentage  differentials  in  the  current  pay 
system.  This  produces  a monthly  military  pay  of  $528 
(annual  rate  of  $6,335  per  year)  for  the  E-1. 

Without  conscription  the  military  must  compete  with 
the  private  sector  in  the  recruiting  and  retention  of  full- 
time permanent  personnel.  E-1  pay  must  be  competitive  with 
the  pay  of  entry  level  workers  in  the  private  sector.  There- 
fore, the  E-1  military  pay  set  by  this  methodology  described 
was  assessed  against  civilian  pay  practices  for  entry  pay 
and  pay  of  similar  age  groups. 

For  purposes  of  comparison  a study  of  entry  level 
pay  practices  in  the  civilian  sector  was  made.^  The  study 
found  very  few  parallels  in  the  private  sector  to  the 
indoctrination  training,  as  distinguished  from  training  in 
a specific  skill  or  trade,  which  is  characteristic  of  military 
basic  training. 


Entry  Level  Compensation  Practices  In  The  Civilian  Sector, 
Kramer  Associates,  Inc.,  August  6,  1976. 
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There  are  a few  government  sponsored  programs,  such  ] 

as  the  Job  Corps  and  programs  under  the  Manpower  Development  i 

and  Training  Act  (MDTA) , which  may  bear  some  similarity  to 
recruit  training.  However,  many  of  these  programs  are  aimed 
at  disadvantaged  and  unemployable  youths,  many  of  whom  can- 
not qualify  for  enlistment  in  the  military.  In  addition,  ] 

many  of  these  programs  are  not  permanent  employment 
opportunities,  but  are  intended  only  to  improve  the  ability 
to  later  find  and  hold  a job.  Once  the  period  of  training 
is  over,  the  enrollee  is  not  employed,  but  then  begins  to 
seek  employment.  Pay  scales  in  such  programs  are  not  there- 
fore of  great  usefulness  for  comparisons  purposes.  The 
Kramer  study  reported  that  1975  first-level  earnings  of  jobs 
comparable  to  enlisted  men’s  office- type  specialties  were 
$549  per  month,  and  the  average  salary  of  jobs  comparable  to 
enlisted  men's  specialties  other  than  office  (for  example, 
guards  and  watchmen,  laborers,  truck  drivers)  were  $637  per 
month.  The  first,  or  entry-level,  is  the  lowest  pay  grade 
in  an  occupation,  one  into  which  an  inexperienced  worker  is 
hired.  Earnings  of  first  stage  apprentices  in  typical  labor 
union  apprenticeship  programs  range  from  $471  per  month 
for  electricians  to  $887  per  month  for  newspaper  compositors, 
with  the  salaries  generally  falling  in  the  $500-600  range. 

Weekly  earnings  of  age  groups  in  the  civilian  sector 
from  which  the  military  normally  recruit  enlisted  personnel 
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range  from  $104  for  17  years  olds  to  $156  for  20  years  olds 
(Tab  E) . The  $122  weekly  equivalent  for  the  E-1  ($6,335 
divided  by  52  weeks)  is  about  the  same  as  current  weekly 
earnings  of  18  year  old  males  in  the  private  sector. 

On  balance,  therefore,  the  military  pay  rate  for  the 
E-1  ($528  per  month/$122  per  week),  in  conjunction  with  the 
system  of  bonuses  for  critical  specialties,  should  result 
in  pay  levels  that  are  competitive  w'ith  those  paid  in  the 
private  sector. 

d.  Retention  Considerations. 


A significant  financial  incentive  is  required  for 
retention  purposes  at  the  three  and  four  year  service 
points.  In  FY  76,  about  401  of  first  term  enlistments  were 
for  a period  of  three  years  and  about  541  were  for  four  years ^ 
The  primary  first  term  reenlistment  pool  are  personnel  in 
grades  E-4  and  E-5.  On  average  these  grades  will  have 
been  achieved  by  the  end  of  three  and  four  year  first 
enlistments.^  In  addition,  about  85i  of  military  personnel 


eligible  to  reenlist  after  their  first  term  are  E-4  or  F-5. 


The  length  of  service  at  promotion  to  F-4  in  the  FY  77 
budget  submission  is:  Army,  1.92  years;  Navy,  2 years; 
Air  Force,  2.5  years;  Marine  Corps,  2.83  years. 


" In  FY  75  and  FY  76,  62%  were  E-4,  23»  F-5. 
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For  these  reasons  a three  year  lojigevity  step  is  pro- 
vided with  large  increases  for  average  promotion  to  E-4  and 
early  promotion  to  E-5.  The  four  year  longevity  step  provides 
a large  increase  at  the  normal  or  payline  promotion  point  to 
E-5.  A larger  than  normal  longevity  increase  is  also  provided 
at  the  four  year  longevity  step  in  the  E-4  grade.  An  increase 
of  50%  of  that  which  would  result  from  promotion  to  E-5  was 
selected. 

(2)  Officer  Military  Pay  Table 

Military  pay  at  the  core  longevity  steps  of  grades  0-2 
and  0-5  are  set  at  parity  with  the  General  Schedule  grades  GS-9, 
Step  2 and  GS-14,  Step  3,  respectively.  Military  pay  at  the 
core  longevity  steps  of  the  grades  between  0-2  and  0-5  are  set 
based  on  the  intergrade  differentials  of  basic  pay  which  cur- 
rently exist  between  these  grades  (See  Tab  D) . 

However,  application  of  these  differentials  to  the  core 

military  pay  for  0-2  ($13,931)  yields  a military  pay  of  $29,185 
for  0-5.  This  is  $534  over  the  linked  military  pay  of  $28,651 
for  0-5.  To  fit  the  officer  payline  to  the  two  linkage  points, 
this  overage  is  proportionally  prorated  to  the  existing  inter- 
grade differentials  between  0-2  and  0-5.  The  resultant  officer 
military  payline  and  differentials  are  shown  at  Tab  D. 

The  "core"  longevity  basic  pay  rates  for  0-6  through 
Chief  of  Staff  are  set  by  stepping  up  from  the  linked  0-5  core 
step  by  the  intergrade  differentials  in  the  current  basic  pay 
table.  This  yielded  a military  pay  of  $65,084  for  0-10  and 
$71,788  for  the  Chief  of  Staff.  These  military  pays  are 
higher  than  the  Executive  Level  I salary  of  the  Secretary  of 
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Defense.  Since  it  nay  be  considered  unrealistic  to  »et  Mili- 
tary Pay  above  that  level,  a ceiling  of  $63,000  is  placed  on 
the  0-10  and  Chief  of  Staff  military  pays. 

The  basic  rate  for  0-1  is  set  by  stepping  down  from 
the  linked  0-2  basic  pay  by  the  basic  pay  percentage 
differential  in  the  current  pay  table. 

As  was  described  for  the  enlisted  payline,  accession 
and  retention  considerations  are  of  primary  importance  in 
shaping  the  military  pay  table  through  the  first  six  years 
of  commissioned  service.  Currently  initial  service  and 
training  obligations  for  officers  range  from  three  to  six 
years.  Therefore,  for  retention  purposes  significant  pay 
increases  should  occur  at  these  longevity  steps.  Promotions 
from  0-1  to  0-2  and  0-3  are  virtually  automatic  during  this 
time  period.  Thus,  intragrade  differentials  (longevity 
increases)  are  relatively  much  more  important  during  the 
first  six  years  than  for  the  remainder  of  the  pay  table* 
Therefore,  longevity  increases  between  normal  promotion 
points  for  the  0-3  under  six  year  population  are  increased 
from  the  normal  3t  of  core  step  basic  pay  to  501  of  the 
amount  that  would  result  from  promotion.  This  affects  the 
longevity  step  increases  at  the  three  year,  four  year,  and 
six  year  points.  Entry  level  salaries  for  jobs  in  the 
private  sector  comparable  to  officer  grades  typically  range 
I from  $905  to  $1,076  per  month.  The  influence  of  a year  of 
■ experience  seems  relatively  uniform,  the  second  level  pay 
averaging  about  above  the  first.  While  there  is  no 

i 

( firm  rule  that  a worker  will  rise  to  the  second  level  after 
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one  year,  it  does  appear  to  be  a common  interval.^  The 
proposed  officer  entry  level  military  pay  is  $922  per 
month.  This  is  within  the  range  of  salary  averages  cited 
by  Kramer. 

(3)  Warrant  Officer  Military  Pay  Table 

The  basic  pay  relationship  that  currently  exists  ^ J 

« 

between  Warrant  Officer  grades  and  commissioned  officer  ^ 

grades  is  used  to  construct  the  Warrant  Officer  military 
pay  table.  Basic  pay  is  identical  between  Warrant  Officer 
and  commissioned  officer  grades  at  the  following  points: 

W-1/10  years  and  C-1/3  years;  W-2/6  years  and  0-2/2  years; 

W-3/18  years  and  0-3/4  years;  W-4/14  years  and  0-4/6  years. 

This  relationship  is  retained  in  the  Warrant  Officer  military 
pay  table  for  these  longevity  steps.  Military  pay  for  the 
other  longevity  steps  in  the  Warrant  Officer  basic  pay  table 
is  set  using  the  3t  intragrade  differentials. 

Military  pay  tables  based  on  the  methodology  and 
criteria  described  are  shown  at  Tab  P. 


1 

Kramer  op  cit  p 16.  Kramer  emphasizes  that  the  duties  of 
most,  if  not  all,  officers  may  have  little  resemblance  to 
the  private  sector  occupations  used  for  comparison.  Kramer's 
comparisons  were  based  on  qualifications  (Baccalaureate 
degree,  no  experience  in  intended  speciality)  of  the  entrants 
into  the  jobs  used,  rather  than  on  job  content. 


MILITARY  PAYLINE  CORE  LONGEVITY  STEPS 


Longevity 
Step  on 


Grade 

Payli 

0-1 

<1 

0-2 

2 

0-3 

4 

0-4 

10 

0-5 

16 

0-6 

22 

0-7 

28 

0-8 

30 

0-9 

30 

0-10 

30 

E-1 

C 1 

E-2 

<1 

E-3 

1 

E-4 

3 

E-5 

4 

F-6 

8 

E-7 

14 

E-8 

18 

E-P 

22 
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STEP  AT  PROMOTION  TO  6S-7 
DEPARTMENT  OF  DEFENSE 
TECHNICAL/CLERICAL 
(1975) 


Step 

Number 

Percentage 

1 

1,836 

26.7 

2 

451 

6.6 

3 

882 

12.8 

4 

622 

9.1 

5 

923 

13.4 

6 

547 

8.0 

7 

568 

8.3 

8 

737 

10.7 

9 

127 

1.8 

10 

178 

2.6 

Total 

6,871 

100.0 

Average  Step  4.2 
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Officer  and  billeted  Military  Pay  %y  Lines 
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Average  assume  all  cash  RMC 


MEDIAN  WEEKLY  EARNINGS^ 
FULL-TIME  WAGE  AND  SALARY  WORKERS 


Median  Earnings 


Age 

Males 

All 

17 

104 

107, 

18 

124 

116 

19 

139 

128 

20 

156 

133 

The  Median  earnings  as  reported  In  the  Department  of 
Labor  May  1975  Survey  was  updated  by  the  average 
weekly  earnings  increase  of  workers  in  the  private 
non-farm  economy  between  May  1975  and  July  1976. 
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QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 

CONVERSION  TO  SALARY  SYSTEM  OF  MILITARY  PAY 
ASSUMED  IMPLEMENTATION  PLAN 


Implementation  Assumptions 


1.  A new  Military  Pay  for  all  enlisted,  warrant  officer 
and  officer  grades  is  set  at  parity  with  Federal  Civil 
Service  pay  based  on  whole  grade  work  level  linkages  with 
the  General  Schedule; 

E-3  to  GS-3 
E-7  to  GS-7 
0-2  to  GS-9 

0-5  to  GS-14  (preferred  0-6  linkage  not  yet  availabl 


2.  BAQ  and  BAS  are  eliminated. 

3.  Relief  is  obtained  from  the  Executive  Level  V limita- 
tion. 

4.  The  new  Military  Pay  becomes  effective  1 October  1978. 
The  current  pay  and  allowances  system  is  retained  for 
.about  live  years  until  the  last  active  duty  member  con- 
veits  to  the  new  military  pay. 

5.  The  new  retirement  system  in  the  P.MA  proposal  94-4  is 
1 ^ilemented  in  FY  1979,  and  factored  on  to  the  new  Mili- 
tary Pay  system  to  provide  the  RMA  benefit  level,  at  its 
current  estimated  cost  to  DoD. 

6.  The  major  benefit  package  (leave,  holidays,  medical 
absence,  insurance,  modernized  retirement,  and  health  care) 
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is  retained  at  present  levels  until  benefit  package  adjustments  can  be 
made  on  a General  Schedule  package  linked  to  the  private  sector  (about 
2 years) . 

7.  All  bonuses  and  special  pays  are  unlinked  from  basic  pay  and  set  at 
specified  dollar  levels. 

a.  Officer  bonuses  and  special  pays  are  set  such  that  the  cost  to 
DoD  is  reduced  10%. 

b.  Because  of  reductions  in  enlisted  cash  pay  levels,  there  will  be 

a substantial  increase  in  enlistment  and  reenlistment  bonuses.  Estimating 
the  effects  of  enlisted  payline  shifts  on  bonuses  or  special  and  incentive 
pays  are  highly  judgmental  because  there  isn't  an  empirical  data  base  that 
would  support  such  an  estimating  relationship.  Roughly  1/2  the  enlisted 
force  is  in  blue  collar  or  pure  military  skills  and  it  is  those  skills 
that  would  probably  be  underpaid  if  a pure  General  Schedule  linkage  is 
used.  This  suggests  a probably  theoretical  tradeoff  of  2:1  in  current 
spendable  dollars  vs  bonus  dollars.  That  is,  for  every  dollar  decrease 
in  current  member  disposable  income,  we  would  probably  have  to  increase 
the  amount  spent  on  bonuses  or  special  and  incentive  pays  by  50  cents. 

This  is  a very  theoretical  efficiency  estimate  because  bonus  setting 
methodologies  are  not  exact.  But  it  provides  a reasonable  order  of 
magnitude  estimate  of  the  effect  of  varying  the  general  payline. 

8.  The  following  special  pays  adjustrents  are  made: 

a.  Leprosy  Pay  and  Glider  Pay  are  eliminated. 

b.  The  present  Certain  Places  Pay  is  replaced  with  a more  meaningful 
Remote  Tour  Pay  authorized  for  repeated  assignments  to  locations  with  tour 
lengths  of  12  months  or  less,  where  no  dependents  are  authorized  for  any 
military  member  and  where  there  are  both  isolation  and  environmental 
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extremes,  reducing  costs  to  DoD  by  90%. 

c.  The  present  Sea  Pay  is  replaced  with  a more  meaningful  special 

pay  to  recognize  cumulative  service  on  sea  duty  at  no  increased  cost  to  DoD 

d.  Diving  Duty  pay  is  restructured  to  provide  greater  incentives  for 
saturation  divers  and  master  divers.  Divers  are  no  longer  entitled  to 
SDA  Pay . 

e.  Optometrist  and  Veterinarian  pays  are  not  renewed. 

9.  Family  Separation  Allowance  I is  shifted  from  the  present  BAQ  base  to 
a new  basis  which  will  result  in  the  entitlement,  at  the  current  bachelor 
rate  (representing  average  CONUS  military  off-post  rental  costs)  by  pay 
grade,  paid  to  all  members  (with  dependents)  separated. 

10.  FSA  II  is  paid  to  all  members  (with  dependents)  separated. 

11.  The  Dislocation  Allowance  is  shifted  from  the  present  BAQ  basis  to  a 
new  basis  which  will  result  in  entitlement  at  current  single  and  married 
rates,  by  pay  grade,  for  all  on  PCS  except  those  going  from  sea  or  extended 
field  duty  to  sea  or  extended  field  duty,  and  those  on  accession  or  separa- 
tion moves. 

12.  Overseas  Station  Housing  Allowances  are  shifted  from  a family  BAQ 
rate  base  to  a base  of  average  CONUS  military  off  post  rental  costs,  by 
grade,  which  reduces  HA  costs  40%. 

13.  The  present  COLA  base  is  retained.  The  rate  is  95%  of  the  present 
rate  for  all  accompanied  members,  and  a COLA  at  60%  of  present  rates  is 
paid  to  all  unaccompanied  members,  with  these  COLAs  paid  to  all  members 
stationed  at  the  locations  at  which  COLA  is  now  paid.  Estimated  at  2.1 
times  the  current  program  costs. 

14.  A Variable  Housing  Allowance  is  enacted  and  Implemented  in  FY  78 
which  pays  a differential  VHA'  at  locations  when  average  military  off-post 
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housing  costs  by  grade  are  higher  than  the  overall  CONUS  average  civilian 
housing  costs. 

15.  Separation  pays  in  the  RMA  proposal  94-4  are  implemented  in  FY  78 
at  the  estimated  costs  to  DoD  contained  in  that  proposal. 

16.  PCS  travel  entitlements  are  extended  to  members  in  all  grades. 

17.  Pay  scales  for  members  of  reserve  components  on  duty  for  training 
(reserve  pay  appropriations)  are  set  on  a basis  independent  of  the  new 
Military  Pay,  at  no  change  in  DoD  cost.  Annual  increases  are  matched  to 
increases  in  the  new  Military  Pay  increases. 

18.  Cadet  and  Midshipman  pay  is  set  on  an  independent  scale  at  the  costs 
estimated  in  the  DoD  Legislative  Proposal  95-19.  Annual  increases  are 
matched  to  increases  in  the  new  Military  Pay. 

19.  DoD  FICA  contributions  increase  based  ou  the  new  taxable  Military 
Pay  scale. 

20.  All  other  pays  denominated  in  basic  pay  (such  as  Reenlistment  Bonuses, 
Separation  Pay,  etc. ) are  established  ou  a new  basis  net  linked  to  Military 

pay. 

21.  Military  Pay  increases  occur  annually  at  the  rates  used  in  the  FY 
1977  President's  Budget.  (FY  19/8*6.5%,  79*6.0%,  80*5.75%,  81=5.25%, 

82-4.75%). 

22.  Annual  increases  In  the  pay  and  allowances  system  occur  at  the  same 
rates.  No  increases  are  applied  after  the  1 October  1979  pay  raise. 

23.  Government  quarters  are  rented  Initially  at  local  appraised  value, 
thereafter  at  rates  necessary  to  keep  occupancy  up,  approximated  by  QRMC 
DoD  cost  recovery  valuations. 

24.  Mandatory  occupants  of  government  quarters  are  charged  rent  at 
90%  of  full  rental  rate,  as  a visible  protection 
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against  manipulation  of  "mandatory”  requirements  so  as 
to  force  full  occupancy  and  maximize  post  rent  income 

levels. 

25.  No  quarters  charge  is  made  to  members  on  sea  duty 
or  extended  field  duty. 

26.  Members  assigned  to  bachelor  quarters  who  are  ordered 
TDY  retain  their  assigned  quarters  and  continue  to  pay 
rent  at  the  prescribed  rate.  Quarters  charge  is  made  to 
members  in  bachelor  quarters  on  TDY  only  when  full  per 
diem  rates  are  paid. 

27.  Members  assigned  to  bachelor  quarters  who  are  hospi- 
talized retain  their  assigned  quarters  and  continue  to 
pay  rent  at  the^prescribed  rate.  No  quarters  charge  is 
made  to  members  hospitalized. 

28.  Members  assigned  to  bachelor  quarters  who  are  required 
to  vacate  them  for  TDY  or  hospitalization  are  entitled  to 

a DLA . 

29.  Cadets  and  midshipmen  at  the  service  academies  are 
on  mandatory  quarter.s  occupancy.  No  quarters  rent  is 
charged  because  Cadet  Pay  is  set  to  reflect  receipt  of 
quarters  in  kind. 

30.  The  current  level  of  bachelor  quarters  occupants  E-l 
through  F,-4  and  0-1  through  0-2  are  gequlred  to  occupy 
government  quarters  for  military  training  and  readiness 
purposes.  Ten  percent  of  the  current  level  of  all  other 
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members  currently  in  government  bachelor  and  family  quarters 
are  required  to  occupy  them  for  military  training  and  readi- 
ness purposes.  Balance  of  current  quarters  occupacy  levels 
are  maintained  on  a voluntary  basis. 

31.  Officers  on  sea  duty  subsist  in  closed  messes.  Enlisted 
members  on  sea  duty,  members  on  field  duty,  and  those  required 
to  subsist  in  a government  mess  for  operational  or  duty 
status  reasons,  or  when  no  alternative  source  of  meals  is 
available,  are  charged  the  government  raw  food  cost  (currently 
$2.73  for  a full  day's  ration). 

32.  Members  subsisting  in  a government  mess  at  their  own 
choice-'When  a real  alternative  is  available  to  them--are 
charged  at  the  BLS  average  food  cost  (currently  $3.71  for 
a full  day's  ration)  to  distinguish  portion  of  food  deliv- 
ery system  for  this  service  as  distinct  from  contingency 
requirements . 

33.  Cadets  and  midshipmen  at  the  service  academies  are 
on  mandatory  subsistence  in  kind.  No  subsistence  charge 
is  made  because  Cadet  Pay  is  set  to  reflect  receipt  of 
subsistence  in  kind. 

34.  The  level  of  mandatory  government  mess  usage  is  repre- 
sented by  the  current  level  of  enlisted  members  on  sea 
duty,  the  current  level  of  enlisted  members  not  authorized 
BAS,  less  the  "voluntary  absentee"  rates  plus  251  of  the 
level  of  mandatory  officer  quarttrs  occupancy. 


Tab  G 


fn’rii 


I 


B.j. 

t 


7 


35.  Ten  percent  of  the  force  uses  government  mess  at 
own,  option. 

Conversion  Assumptions 

36.  All  non-prior  service  and  broKen  service  accessions 
beginning  October  1,  1977  are  paid  the  new  Military  Pay. 

37.  Officers  and  warrant  officers  in  a saved  pay  status 

from  previous  warrant  or  enlisted  duty  who  convert  to 
the  new  Military  Pay  are  entitled  to  saved  pay  based  on 

equivalent  warrant  or  enlisted  new  Military  Pay  at  the 
time  of  conversion 

38.  Retired  members  on  active  duty  retain  the  previous 
basis  of  retired  pay,  CPI  adjusted  forward  to  date  of 
reentry  into  retired  status. 

39.  All  reenlistments  and  all  reserve  officer  integra- 
tions into  the  regular  components  beginning  1 October 
1978  are  paid  the  new  Military  Pay. 

40.  All  members  promoted  beginning  1 October  1978  are 
paid  at  the  new  Military  Pay  rate. 

41.  All  other  personnel  may  choose  to  convert  to  the 
new  Military  Pay- 

42.  In  the  pay  and  allowances  system  reallocate  25^  of 

pay  raises  in  FY  1977  and  1978.  No  further  bachelor  rebate. 

Supplementary  Assumptions 

43.  All  bachelors  on  sea  duty  choose  to  convert  immedi- 
ately. 


I- 
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44.  All  bachelors  in  quarters  choose  to  convert  by  end 
of  FY  1978. 
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45.  Half  of  those  in  fr.mily  quarters  convert  in  FY  1980» 
remainder  in  FY  1981. 

46.  Rental  rates  and  subsistence  charge  rates  all  increase 
at  same  rate  as  Military  Pay  increases. 

47.  VHA  and  SHA  rates  increase  at  same  rate  as  Military  Pay 
increases . 
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SYSTEM  COSTS 


GENERAL  SCHEDULE  WHOLE  GRADE  LINKAGE  STANDARD 


The  cash  pay  and  RMC  aspects  of  the  salary  system  can  be 
readily  compared  with  the  current  system.  To  assess  total  cimpen- 
sation  system  costs  in  relation  to  the  current  pays  and  allowances 
system  an  implementation  plan  was  developed,  based  on  decisions 
where  they  have  been  taken  and  QRMC  recommendations  where  they 
have  not.  The  implementation  i»lan  is  shown  at  Tab  G.  Some 
allowance  elements  cannot  be  readily  costed  because  of  lack  of 
data.  In  these  cases  a reasonable,  but  arbitrary,  estimate  is 
used.  System  cost  details  are  shown  so  that  the  relative  costs 
and  cost  tradeoffs  can  be  assessed. 


The  cost  estiniates  in  Tab  H are  based  on  the  President's  FY  77 


budget  submission  and  therefore  contain  October  1975  military  pay 
scales.  Previously  published  QRMC  Staff  Research  Papers  showing  total 
military  compensation  displays  were  based  on  FY  76  budget  costs  and 
October  1974  military  pay  scales.  In  addition,  the  Research  Papers 
on  military  fringe  benefit  valuation  also  used  FY  76  budget  data. 

The  FY  76  budget  data  was  used  because  it  was  the  most  current  at  the 
time  the  papers  were  written.  This  Staff  Research  Paper  and  the  others 
contained  in  Volvime  X,  which  deal  with  structural  changes  to  the  military 
compensation  system,  were  begun  subsequent  to  the  military  pay  raises 
which  occurred  in  October  1975.  Since  it  was  necessary  to  use  the 
most  current  pay  scales  in  examining  changes  to  the  military  compen- 
sation system,  the  October  1975  pay  scales  were  u^ed  in  these  Staff 


Research  Papers. 
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COMF-ARATIVE  SYSTEM  COSTS 


($  Million)  Current 

L Regular  Military  Compensation 

Basic  Pay  16,  054.  4 

Cash  BAQ  3,285. 1 

Cash  BAS  1.  844.4 

(Ta»  Advantage)  (1,  270.  4 ) 

Subtotal  21, 183.  9 

Less; 

Collections  for  quarters  1>  531.  6 

Collections  for  subsistence  ^29 

Add: 

Adjustments  to  collections  -0- 

Mandatory  Qts  Occupancy  -0- 

Short  tour  areas  -0- 

Afloat  -0- 

EM  not  eating  in  mess  

Cash  before  taxes  18,923,1 

Less:  2,393.  Z 

Federal  Income  Tax  1,491.0 

FICA  902.2 

Cash  after  taxes  16,  564,  9 

DOD  FICA  Contribution  902.  2 

Total  DOD  Budget  Costs  19,825.3 

DOD  RMC  Costs/Savings  - 

Total  Government  Costs 


Salary 

(Tentative  Costs) 


21,  769.  2 


21,  769.2 


1,375.4 
1,061.  6 


506.  3 
r5TT 
TIT 

47.  8 
298. 1 


19.  839.1 


3.  834.4 


2,  674. 7 

UWT- 


16,  004. 7 


1,159.  7 


^998.  8 

1,173.5’ 

-10.2 
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COMPARATIVE  SYSTEM  COSTS 


Current 


II.  Special  Pays,  Total  733.  3 

(a)  Aviation  Career  Incentive  Pay  192. 6 

(b)  Continuation  Pay,  Nuclear  Officer  1.  7 

(c)  Physicians  and  Dentists  Pay  47.  0 

(d)  Veterinarian  and  Optometrist  Pay  1.  5 

(e)  Medical  Officers  Var.  Inc.  Pay  66. 4 

(f)  Continuation  Pay,  Phys.  & Dent.  17 . 8 

(g)  Responsibility  Pay  -0- 

(h) .  Sea  Pay  28.4 

(i)  Certain  Places  Pay  32.  3 

(j)  Diving  Duty  Pay  3.  6 

(k)  Enlistment  Bonus  28.  5 

(l)  Reenlistment  Bonus  27 5.  0 

(including  Nuclear  Reenlistment 

bonus ) 

(m)  Proficiency  Pay  38.  5 

m.  Incentive  Pay,  Hazardous  Duty, 

Total  79. 5 

(a)  Flying  Duty  Pay,  Total  30,  6 

Crew  Member,  Enlisted  25,4 

Non-crew  Member  3.  2 

(b)  Submarine  Duty  Pay  25.4 

(c)  Parachute  Jumping  Pay  21. 1 

(q)  Demolition  Pay  2.  4 


•*ifr  ir  iiTHiiltlii  Tfti  fWiimiiiietlii-' 
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i I 

Salary  : | 

(Tentative  Costs)  I 

I 

1,266.9  ! 


173.  4 


42.  3 


-0- 


59.  8 


16.  1 


-0- 


I 


28. 


3.  2 


'■/.  0 


42.2 


856.4 


36.5 


79.  5 


30.  6 


25.  4 


5.  2 


25.  4 


21.1 


2.  4 
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COMPARATIVE  SYSTEM  COSTS 


Current 


1 


f 

1 

i 

I 

I 


IV.  Retirement  Pay  Cost  Accrual  4^  p 

V.  Health  Care(patient  care)  System  3,889.9 

VI.  Reimburflements  1,  901. 1 

Station  Allowances  Overseas,  Total  194.  9 

(1)  Cost  of  Living  72.  2 

(2)  Housing  90.  3 

(3)  Temporary  Lodging  32.  4 

Family  Separation  Allowance,  Total  37.  4 

(1)  On  PCS,  no  government  qtrs.  5. 1 

(2)  On  PCS,  dependents  not  author.  17.  2 


(3)  Afloat 

(4)  On  TDY 
PCS  Travel  Costs 
Variable  Houfing  Allowance 

VII.  Terminal  Leave  Pay 

vni.  Severance  Pays,  Total 

(includes  Lump  Sum  Readjustment 
pay.  Disability  Severance  Pay.  and 
Non-Promotion  Severance  Pay) 

IX.  Reserve  Basic  Pays 
X.  Cadet  and  Midshipman  Pay 
TOTAL  SYSTEM  COSTS  (Recurring) 
TOTAL  SYSTEM  COSTS  (Conversion) 


8.6 


6.3 


1.669.0 

-0- 


289.7 


65.  8 


1,  335.2 

65.9  • 

32,751.7 


Salary 

(Tentative  Costs) 
3.  980.4 
3,889.9 
2,717.2  _ 

237.  6 
151.  7 
63.  2 
22.  7 
40.4 
8.  3 
17.  2 
8.  6 
6.  3 

1.  879.1 

560.1 

256.2 
86.  9 


1.  335.  2 

61.1 


34,672.5 


1,  210.6 
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QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 

STAFF  RESEARCH  PAPER 

MODERNIZED  MILITARY  TAXABLE  PAYS  AND  ALLOWANCE  SYSTEM 

I.  Purpose:  To  describe  a system  to  implement  modernized 
taxable  pays  and  allowances  system,  including  pay-setting  methods, 
candidate  paylines  and  pay  tables,  and  tc>  provide  system  cost  compari- 
sons and  transition  cost  estimates. 

II.  Introduction: 

The  1975  Quadrennial  Review  of  Military  Compensation  has 
examined  a modernized  taxable  pay  and  allowances  system  for  military 
personnel,  providing  for: 

a.  A single  basic  pay  scale  designed  as  the  principal  reward  for 
work  and  duty; 

b.  Taxable  BAO,  set  to  meet  the  housing  costs  experienced 

by  military  personnel  with  and  without  dependents,  when  not  provided 
quarters  suitable  for  attained  rank; 

c.  Taxable  BAS  set  to  meet  the  food  costs  experienced  by 
military  personnel  when  not  provided  rations; 

d.  Housing  or  BAQ  for  members  on  sea  duty  and  extended  field  duty, 

e.  A system  of  bonuses  and  special  and  incentive  pays  to  nieei 
personnel  requirements  in  specific  skills. 
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A key  feature  of  the  system  is  that  m ili tar  y pay  levels  are  set  to 
a pay  standard  which  provide  s competitive  levels  of  pay  in  a compara- 
bility based  system.  The  standard  will  be  based  on  work  level  linkages 
with  the  Federal  Civil  Service.  A number  of  standards  are  usable, 
including  linkage  to: 

• The  General  Schedule  at  the  nearest  whole  grade  to  the  work  level 
of  the  selected  military  grade. 

• The  General  Schedule  at  the  intergrade  work  level  point  equal  to 
the  work  level  of  the  selected  military  grade. 

• For  the  enlisted  force  the  mik  of  the  nearest  whole  grades  in  the 
GS  and  the  Wage  Grade  (WG)  systems  equal  to  the  mix  of  white  and  blue 
collar  type  jobs. 

• The  Intergrade  work  levels  equal  to  the  selected  grades  but  using  the 
GS/WG  mix  for  the  enlisted  force. 

The  first  alternative  Is  used  for  Illustrative  purposes  In  this 
paper  for  consistency  with  the  QRMC  recommendations  In  the  non-taxable 
modernized  pay  and  allowances  system.^ 


^ Alternative  work  level  linkage  standards  may  be  required  to  make  the 
system  effective  in  meeting  manpower  requirements.  QRMC  Staff 
consideration  of  this  question  is  provided  in  the  Staff  Research  Paper 
"Modernized  Military  Pay  and  Allowances  System",  12  Nov  1976  (Rev. 
15  Jan  1977)  pp  13-16. 
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The  QRMC  considered  a number  of  possible  linkage  points  for 
setting  military  paylines.  The  preference  was  for  two  points  for 
each  payline:  E-3  and  E-7  for  the  enlisted  payline  and  0-2  and  0-6 
for  the  officer  payline. 

The  current  military  compensation  system  is  not  anchored  to 

« 

any  such  standard  although  many  may  have  thought  so  because  of 
the  matching  pay  raise  procedures  that  have  existed  since  1967. 

A pays  and  allowances  system  is  especially  well  suited  to  the  way 
a military  force  functions.  In  many  situations  the  force  must  be 
quartered  and  subsisted  at,  or  in  close  proximity  to,  their  duties. 
-Allowances  must  be  provided  at  adequate  levels  when  such  is  not 
the  case.  That  means  the  allowances  must  be  set  to  meet  costs 
actually  experienced  by  military  personnel. 

Since  a pay  and  allowance  system  has  different  objectives  than  a 
salary  system,  a means  is  required  to  select  pay  equivalencies  which 
recognize  work  or  service  equivalencies  without  distorting  the  purposes 
of  a pay  and  allowa'^ces  system.  The  Regular  Military  Compensation 
(RMC)  concept  was  used  for  this  purpose  from  1967  to  1974  to  provide 
military  pay  Increases  which  matched  civilian  salary  increases.  RMC 
was  treated  as  the  military  pay  and  allowances  equivalent  of  civilian 
salary.  Because  RMC  included  a non-cash  tax  advantage-,  and  because  this 
system  put  all  of  the  pay  increase  into  the  element  of  RMC  for  work  and 
duty  pe~formed  — basic  pay  — it  distorted  ^he  resulting  RMC  and  inflated 
retired  pay. 
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In  1974  RMC  was  abandoned  as  the  pay  increase  base  and  replaced 
with  a system  of  percentage  increases  in  its  cash  components  only.  A 
definition  of  RMC  was  retained  in  the  law,  however,  for  the  purposes  of 

making  pay  comparisons  with  civilian  salaries.  When  RMC  was  the 
basis  for  calculating  pay  raises,  the  allowance  levels  were  quickly  dis- 
torted. Under  the  equal  percentage  method,  basic  pay  increases  kept 
pace  with  civilian  pay  increases.  But  the  allowances  increased  with 
civilian  pay  increases,  and  this  continued  to  distort  them  from  food 
and  shelter  cost  changes.  RMC  could  be  set  equal  to  a salary  standard 
with  the  allowances  adjusted  based  on  food  and  housing  costs.  But 
basic  pay  would  then  become  a residual  amount,  distorted  from  its  intent. 

Since  the^e  methods  are  inadequate  for  pay  setting  purposes,  the  QRMC 
Staff  has  developed  a pay  setting  technique  to  meet  the  following  objectives: 

a.  Set  pay  on  the  basis  of  equal  pay  for  approximately  equal  work. 

b.  Use  civilian  salary  as  the  pay  standard. 

c.  Recognize  civilian  basic  salary  as  pay  foi  work  or  service. 

d.  Recognize  military  basic  pay  as  pay  for  service  or  duty. 

e.  Set  the  two  basic  military  allowances  on  the  basis  of  their 
objectives  in  a pay  and  allowance  system. 

Military  Pay  Standard.  Since  the  quarters  and  subsistence 
allowances  are  set  on  different  criteria,  only  th'-  basic  pay  portion  of 
the  pay  and  allowances  system  can  be  linked  to  a standard  derived  from 
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linked  grade  salaries.  This  is  accomplished  by  deducting  from  civilian 
basic  salary  the  expense  elements  for  food  and  shelter.  Since  Civil  Service 
basic  salary  is  intended  to  be  comparable  to  private  sector  salaries,  the 
food  and  shelter  offsets  can  be  based  on  appropriate  national  data. 

National  data  is  readily  available  while  civil  service  data  is  not.  This 
net  salary  standard  can  act  as  the  parity  standard  for  military  basic  pay. 

Pay  Adjustments.  Annual  changes  in  the  civilian  offsets  from 
civilian  salary  used  in  determining  the  Net  Salary  Standard  will  differ 
from  the  annual  salary  increases  received  by  Civil  Service  employees. 

This  could  result  in  military  Basic  Pay  adjustments  which  are  greater 
than  or  less  than  Civil  Service  salary  increases.  It  is  conceivable 
that  even  the  need  for  a decrease  in  basic  pay  would  be  indicated.  To 
prevent  this  situation  and  to  create  stability  and  simplicity  to  the  pay 
adjustment  process,  adjustments  to  the  military  pay  elements  will  be 
made  as  follows; 

a.  Annual  military  basic  pay  increases  will  be  the  same  as  the 
Civil  Service  increase. 

b.  Annual  adjustments  will  be  made  to  the  BAQ  and  BAS  rates  using 
annual  changes  in  the  BLS  indices  for  housing  and  food. 

c.  The  distortions  from  the  Net  Salary  Standard  which  will  result 
from  these  annual  pay  adjustment  mechanisms  will  be  corrected  at  each 
quadrennial  review  of  military  compensation. 

Concept  Summary.  At  each  linkage  grade,  the  components  of 
the  military  equivalent  of  civilian  salary  can  be  calculated  as 
follows: 
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j a.  Basic  pay  will  be  set  at  parity  with  a net  salary  standard 

determined  from  civilian  basic  salary  less  average  civilian  shelter 

and  food  costs. 

b.  BAC  and  BAS  will  be  set  on  the  basis  of  appropriate  cost 

criteria.  Military  personnel  experience  housing  and  food  expenses 

■ i 

that  vary  substantially  from  civilian  averages.  (See  Tab  A.  ) 

Further,  the  military  quarters  element  distinguishes  family  status. 

' Therefore,  the  basis  for  BAQ  and  BAS  rates  is  not  the  same  a.  the 

* ba^is  for  shelter  and  food  expense  offsets  to  civilian  basic  salary 

X 

I for  determining  the  "net  salary  standard.  " 

i 

Ir 

1 o.  The  result  of  this  pay  setting  methodology  will  be  a military 

RMC  which  will  be  approximately  the  same  as,  but  not  identical  to, 
civilian  basic  salary.  Its  allowance  elements  will  adjust  to  the 
expenses  for  which  they  are  intended.  Its  pay  element  will  be  set 
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based  on  the  civilian  basic  salary  standard  and  thu»  respond  only  to 
the  movements  of  pay  for  work  in  the  economy.  It  will  no  longer  have  the 

"invisible”  and  individually  variable  element  of  "tax  advantage".  The 

concept  is  illustrated  at  Tab  R. 

III.  Determining  Housing  and  Food  Offsets  to  Civilian  Salary; 

a.  Civilian  Housing  Expense.  The  candidate  sources  for  this  data  are: 
the  Annual  Housing  Survey,  published  by  the  Bureau  of  the  Census;  the 
General  Schedule  Employee  Housing  Cost  Survey,  taken  by  the  Department 


of  State  in  the  Washington,  D.  C.  area;  and  a calcula*^ion  from  the  Annual 


Housing  Survey  and  the  Bureau  of  Census  Consumer  Income  Report.  By 


I 
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mid  1977  the  first  source  can  be  used  to  relate  housing  expenditure 

to  salary.  In  the  interim  the  third  source  is  used.  See  Tab  C for  a 
detailed  discussion. 

b.  Civilian  Food  Cost.  The  candidate  sources  for  this  data  are: 
a Consumer  Expenditure  Survey,  a one-time  BLS  diary  of  actual  con- 
sumption expenditures;  the  Department  of  Agriculture  Family  Food 
Plan,  which  is  estimates  of  the  cost  of  three  food  plans;  and  BLS  Family 
Budgets,  which  are  1969  cost  estimates  of  three  standards  of  living 
adjusted  by  the  CPI  since  then.  The  first  and  last  of  these  sources  were  used 
together  to  provide  a reasonable  and  stable  basis  for  civilian  food  costs 
because:  (1)  the  data  are  updated  annually  by  BLS;  (2)  they  cover  food  at  home 
and  away  from  home:  and  (3)  they  realistically  show  food  expenditures 

increasing  with  salary.  The  drawbacks  of  this  choice  are  that  actual 
food  expenditures  are  not  reflected  and  the  annual  update  is  based  on  CPI 
rather  than  direct  pricing.  See  Tab  D for  detailed  discussion. 

IV.  Setting  BAQ  and  BAS  Rates 

a.  BAQ.  The  annual  Naval  Facilities  Command  (NAVFAC) 
survey  covers  rental  and  ownership  costs  by  pay  grade  for  married  personnel. 
The  national  averages  of  expenditures  on  housing  actually  experienced  by 
members  in  each  grade  will  be  used  to  set  BAQ.  Bachelor  BAQ  should  be  set 
in  the  same  manner  but  the  NAVFAC  survey  doesn't  include  bachelor  data 
yet.  .Until  data  on  actual  expenditures  is  available,  the  current  relationship 
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of  with  to  without  dependents  BAQ  has  been  used  for  illustrative  purposes. 
See  Tab  E fo:  a more  detailed  discussion. 

b.  BAS.  A single  BAS  rate  will  be  established  for  all  military- 
personnel  instead  of  varying  the  rate  by  salary  as  was  done  on  the  civilian 
food  cost  offset.  The  government's  obligation  to  subsist  its  members 
does  not  vary  with  grade.  For  reasons  of  equity  the  officer  rate  will  be 
set  equal  to  the  enlisted  rate.  The  source  chosen  was  the  same  as  that 
for  civilians  and  the  average  or  intermediate  value  was  used  to  set  the 
BAS  rate.  See  Tab  £ for  a more  detailed  discussion. 

V.  Tables  of  Military  Basic  Pay;  The  basic  pay  tables  are  built 
around  the  linkage  grades.  Intergrade  relationships  from  the  current  basic 
pay  table  have  been  used  to  establish  the  enlisted  and  officer  paylines 
because  those  relationships  have  been  developed  to  meet  force  management 
needs.  Intragrade  differentials  from  the  current  basic  pay  table  could  not 
be  used  because  they  were  irregular  and  varied  widely.  R.jgularized 

intragrade  progression  rates  are  developed  from  civilian  practices  to  pro- 
vide meaningful  increases  to  recognize  performance  improvements  that  on 
the  average  result  from  additional  time  in  service.  Steps  were  added  at  the 
one  year  point,  to  match  private  sector  practices  for  entering  employees, 
and  at  the  24,  28,  30  and  3 2 year  points  to  smooth  out  departure  patterns 
in  the  senior  grades  by  serving  as  an  inducement  to  remain  on  active  duty 


consistent  with  personnel  management  objectives.  Finally,  the  three 
special  pay  grades,  0-lE,  0-2E,  and  0-3E,  for  officers  who  have  over 
four  years  of  enlisted  service  were  eliminated  at  no  significant  increase 
in  cost.  The  1971  All  Volunteer  Force  pay  raises  have  eliminated  the 
pay  Inversions  which  made  that  separate  pay  table  desirable.  For  a fuller 
discussion,  see  Tab  F. 

I'i 

VI.  Impleme ntation.  The  military  equivalent  salary  which  results  from 
the  methodology  is  shown  at  Tabs  F-2  through  F-5.  The  linkage  grades 
used  are  E-3,  E-7,  0-2  and  0-5.  The  preferred  0-6  linkage  is  not  used 
because  0-6  linkage  data  was  not  developed  in  staff  research  on  linkage. 

The  basic  pay  tables  are  at  Tab  F-9,  BAQ  and  BAS  at  Tab  E.  To  provide 
a comprehensive  and  integrated  compensation  plan  based  on  the  moderni- 
zed pays  and  allowances  system,  a detailed  list  of  47  related  compensation 
elements  and  transition  assumptions  is  provided  at  Tab  G.  The  major 
features  in  that  plan  are: 

• The  new  system  becomes  effective  October  1978. 

• Current  basic  pay  and  allowance  rates  will  remain  in  effect  on  an 
optional  basis  for  an  additional  period  of  about  5 years  until  all  active  duty 
members  shift  to  the  new  tables  without  loss  of  basic  pay.  No  pay  raises 
to  the  old  rates  after  October  1980. 

• The  DoD  proposal  for  military  retirement  modernization  will  be  adopted 

• Linkages  are  to  the  General  Schedule  whole  grade  nearest  the  work  level 

of  the  military  linkage  grade.  The  enlisted  linkage  Is  to  the  GS  only  not  a mix 
of  blue  and  white  collar. 

• Bonuses  and  special  pays  will  be  unlinked  from  basic  pay  and  set  j 

at  specified  levels. 
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' Enlisted  bonuses  and  special  pays  in  critical  specialities  will  be  used 
more  extensively  because  blue  collar  occupations  were  excluded  from  the  linkage. 
Thus  the  general  basic  payline  is  lower  but  more  specialities  will  require 
competitive  bonuses  to  meet  manning  requirements. 

• PCS  travel  entitlements  are  extended  to  junior  enlisted  members. 

• The  "fair  market"  rental  system  (FMR)  for  government  housing  is  adopted. 

• Variable  Housing  Allowance  (VHA)  for  the  United  States  is  adopted. 

Comparative  systems  costs  are: 


Comparative  Costs  1 
($  Million) 


Current 

System 

Taxable 

Modernized 

System 

Basic  Pay 

$16,054.4 

$14,827.6 

BAQ 

3,285.1 

5,110.7 

QIK 

1,531.6 

1,167.2 

BAS 

1,844.4 

2,822.5 

SIK 

729.2 

762.9 

(Tax  Adv) 

(1,270.4) 

RMC  2 

22.454.3 

22.760.8 

DOD  Personnel  Costs 

18,923.1 

20.830.7 

of  RMC  items^ 
Other  Elements^ 

13,828.6 

13,189.3 

Recurring  DOD  System  Costs 

$32,751./ 

$34,020.0 

Transition  Costs  - $311. A 

Detailed  cost  comparisons  are  shown  in  Tab  H to  permit  evaluation  of  separate 
elements  in  the  context  of  the  total  .svstem. 

1 Cost  estimates  are  based  on  the  President's  FY  77  budget  submission. 

2 Sum  of  Basic  Pay,  BAQ,  BAS,  and  Tax  Advantage  in  the  current  system. 

3 RMC  less  QIK,  SIK,  and  less  Tax  Advantage  in  the  current  system. 

4 Includes  Retirement  pay  accrual  of  S4, 570.0  million  under  the  current 
system  and  $3,626.9  million  under  the  proposed  system. 
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V.  Summary : 

At  Tab  F-8,  current  basic  pay  levels  on  the  pay line  are 
compared  to  the  basic  pay  levels  which  are  produced  under  the 
taxable  pay  and  allowances  system  by  determining  appropriate  basic 
pay  levels  from  the  General  Schedule  linkage  grade  and  then  fitting 
the  basic  payline  to  conform  to  the  shape  of  the  current  military 
basic  pay  intergrade  differentials. 

The  differences  in  the  military  pay  rates  produced  in  this 
manner  as  compared  to  current  military  pay  rates  are: 

a.  Basic  pay  levels  under  the  taxable  pay  and  allowances  system 
are  greater  than  current  basic  pay  levels  on  the  officer  basic  payline. 

b.  Basic  pay  levels  on  the  enlisted  basic  payline  are  less  than 
current  basic  pay  levels. 

c.  Although  enlisted  basic  pay  levels  are  less  than  current 
basic  pay  levels  under  the  taxable  pay  and  allowances  system,  military 
equivalent  salary  (which  under  the  taxable  pay  and  allowances  system  is 
composed  of  basic  pay,  BAQ,  and  BAS)  is  greater  than  current  military 
equivalent  salary  (RMC  under  the  present  system)  for  persons  in  many 

of  the  enlisted  pay  grade  and  longevity  steps.  This  results  from  the 
substantial  increases  in  the  BAQ  rates  under  the  taxable  pay  and  allow- 
ances system. 

The  effect  of  these  changes  together  with  the  probable  increased 
use  of  bonuses  will  result  in  a higher  proportion  of  the  force  being 
on  "shadow"  paylines  above  the  common  military  pay  base.  The 
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acceptability  of  this  in  terms  of  performance  motivation  and 

retention  will  require  management  judgments  not  necessarily 

1 

reducible  to  quantitative  comparisons. 


1 

See  QRMC  Staff  Research  Paper  "Moderniaed  Military  Pay  and 
Allowances  System",  November  12,  1976  (Rev  15  Jan  77) 
pp  13-16. 


MONTHLY  HOUSING  COSTS  AS  A PERCENT  OF  FAMILY  INCOME, 
MARRIED  MILITARY  PERSONNEL  AND  CIVIUANS  OF 
COMPARABLE  INCOME  CLASSES,  CY  1974  ^ 


Military 
Personnel 
•Pay  MHC  as  % 


Housing  Costs  as  a Percent  of  Family  Income. 


Grade  of  RMC  Rental  Percent  Homeowner  Percent 


Civilian 

Military 

Civilian 

Milila  ry 

06 

18.7 

9.6 

14.5 

1 1 

17.  8 

05 

21.4 

9.6 

16.3 

1 1 

19.7 

04 

23.1 

11.3 

17.0 

13 

21.4 

03 

23.6 

11.3 

16.8 

14 

22.5 

02 

23.9 

11.3 

17.2 

14 

23.2 

01 

26.7 

15.3 

19.3 

16 

23.2 

27.4 

All  Officers 

22.9 

11.3 

16.8 

13 

21.9 

E8 

23.8 

11.3 

19.4 

14 

21.5 

E7 

24.9 

15.3 

19.4 

16 

22.6 

E6 

26.6 

15.3 

20.3 

16 

25.0 

E5 

26.8 

15.3 

19.7 

18 

26.1 

E4 

27.0 

15.3 

19.9 

18 

26.9 

E3 

28.7 

19.5 

21.2 

20 

27 . 6 

All  Enlisted 

26.8 

15.  3 

20.0 

IB 

25.8 

Total 

25.  9 

15.  3 

19.3 

18 

24.9 

i 


QRK^C  Staff  Research  Paper,  Variable  Housing  Allowance,  September  27, 
i976,  page  43. 
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CIVILIAN  HOUSING  EXPENSES 


Several  measures  of  civilian  housing  expenses  can  be  used: 

(1)  Annual  Housing  Survey:  1974.  This  annual  report 

published  by  the  Bureau  of  the  Census  and  the  Departaenc  of  Housing 
and  Urban  Developsent  includes  data  on  housing  expenditures,  both 
rental  and  hoaeownership,  as  a function  of  faaily  incosie.  However, 
this  data  is  not  directly  useful  since  the  Net  Salary  Standard  is  to 
be  based  on  General  Schedule  scales,  not  on  the  family  income 
of  civil  servants.  Although  not  published  in  their  annual  report,  the 
Census /HUD  survey  does  collect  data  on  wage  and  salary  Incoae  of  heads 
of  household.  It  is  possible,  therefore,  to  relate  housing  costs, 
ownership  and  rental,  to  the  wage  or  salary  of  head  of  household. 

This  data  is  available  to  the  public  on  coaputer  tape.  It  will  be  used 
as  the  basis  for  detervinlng  the  housing  offset  to  the  civilian  salary. 
The  computer  data  containing  the  results  of  the  1975  survey  will 
become  available  in  the  summer  of  1977.  These  data  could  be  obtained 
routinely  from  Census  and  indexed  to  the  appropriate  date  for 
pay-setting  purposes. 

(2)  General  Schedule  Employee  Survey.  The  Dep.irtment  of 
State  surveys  rental  and  ownership  costs  of  married  male  General 
Schedule  employees  in  the  Washington,  D.  C.  area.  This  data  is 
used  by  the  State  Department  in  establishing  housing  and  cost  of  living 
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allowances  for  certain  government  civilians  overseas.  This  index  is 
not  as  useful  for  Net  Salary  Standard  calculations  as  the  Census/HUD 
survey  since  the  State  Department  survey  is  taken  only  once  every  five 
years  and  only  in  Washington,  D.  C.  It  cannot  be  determined  whether 
bousing  expenditure  patterns  for  General  Schedule  employees  in 
Washington,  where  housing  costs  are  atypical,  are  applicable  through- 
out the  country. 

(3)  Calculation  from  Census/HUD  Annual  Housing  Survey  and 
Census  Consumer  Income  Report.  The  Bureau  of  the  Census  Consumer 
Income  Reports  provide  data  on  the  portion  of  family  income  earned 
by  heads  of  household.  This  information  can  be  applied  to  Annual 
Housing  Survey  data  to  calculate  housing  expense  as  a function  of 
■alary.  This  method  provides  housing  expense  information  sooner 
than  is  currently  possible  using  Census/HUD  Housing  Survey  data  by 
■alary  of  head  of  household  directly.  It  would  be  less  accurate  than 
the  direct  data,  and  thus  less  desirable  for  pay-setting  purposes.  Never- 
the  less  it  can  be  used  for  working  estimates  to  permit  assessment  of 
the  proposed  system  in  this  paper.  At  Attachment  1 is  a detailed  explanation  ol 
this  approximation  technique  used  to  estimate  Civilian  Housing  Cost  at 
•ach  of  the  four  linkage  grades. 
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ESTIMATING  AVERAGE  CIVILIAN  HOUSING  EXPENSE 


The  Bureau  of  Census  Consumer  Income  Report  provides  data  on  the 
proportion  of  income  earned  by  heads  of  household.  This  data  shows  that 
on.the  average  about  77%  of  family  income  in  the  United  States  is  head  of 
household  wages  or  salaries. 

The  Census /HUD  Annual  Housing  Survey  provides  data  on  housing 
expense  as  a function  of  family  income.  These  data  can  be  combined  to 
estimate  the  family  income  of  heads  of  household  earning  the  salary  of 
civilians  at  the  linkage  grades.  For  example,  the  civilian  linkage  salary 
for  E-3  is  $7,  339.  The  estimated  average  family  income  at  this  salary 
level  is  $7,  339  7 . 77  or  $9,  531.  Once  family  income  is  known,  housing 
costs  can  be  estimated  from  Census  data  which  relates  housing  costs  to 
family  income. 


MEDIAN  RENTAL  EXPENDITURES 
AS  A PERCENT  OF  INCOME  1 


Income  Class 

Percent 

3, 000-4, 999 

32.4 

5, 000-6, 999 

24.4 

7,000-9,999 

1-9.  5 

10, 000-14, 999 

15.  3 

15, 000-24, 999 

11.  3 

25, 000  and  over 

9.6 

1 

Rental  expenditures  include  utilities  payments. 
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SELECTED  MEDIAN  HOUSING  COSTS  AS  A 
PERCENT  OF  INCOME,  HOMEOWNERS  1 


Income  Class 

Percent 

2,000-3,999 

45 

4,000-5,999 

31 

6, 000-7, 999 

24 

8,000-9,999 

20 

10,000-12,499 

18 

12, 500-14,999 

16 

15,000-19,999 

14 

20, 000-24, 999 

13 

25,  000  and  over 

11 

1 

Selected  housing  costs=mortgage  payments  + utilities  4 insurance  4 real 
estate  taxes. 

Regression  analysis  is  made  on  each  of  the  two  data  sets  to  derive 
housing  cost  estimating  relationships  (CER)  to  income  levels.  The  two 
CER's  are: 

(1)  Homeowner  ship  Costs=$l,  124  4 .0785  (Family  Income) 

(2)  Rental  Costs=70.  9 -'(Family  Income)  . 35 

For  estimated  family  income  levels  at  each  of  the  four  linkage  grades, 
estimates  of  rental  and  homeownership  costs  can  be  made.  These  separate 
estimates  of  rental  and  ownership  costs  are  then  combined  according  to  the 
proportion  of  renters  and  homeowners  at  those  family  income  levels  to 

derive  a single  estimate  of  housing  costs  at  each  of  the  linkage  grades. 

The  following  table  shows  the  calculation  of  housing  costs. 

Attachment  2 
to  Tab  C 
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CIVILIAN  FOOD  COSTS 
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Unlike  housing  expenses,  there  is  no  annual  survey  of  food 
expenditures  by  Federal  government  data  collection  agencies.  As  a 
result,  it  is  necessary  to  use  less  direct  data  for  calculating  food  expen* 
diture  offsets  to  determine  the  Net  Salary  Standard.  There  are  several 
alternative  sources  for  estimating  food  costs  for  an  individual; 

(1)  Consumer  Expenditure  Survey,  BLS  took  a one  year  detailed 
survey  of  actual  civilian  expenditures  for  food  by  income  levels.  (Con- 
sumer Expenditure  Survey  Series:  Dairy  Survey,  July  1973-June  1974), 
These  data  were  compiled  from  diaries  of  actual  consumer  expenditures 
maintained  by  a sample  of  approximately  10,000  families.  This  survey 
is  the  only  comprehensive  source  of  detailed  information  on  actual 
expenditures  by  family  size  and  income  level,  it  includes  food  at  home 
and  away  from  home  . While  actual  expenditures  are  the  most  appropriate 
data,  the  BLS  survey  is  not  taken  on  a regular  basis.  Data  from  1974 
requires  adjustments  to  both  the  food  expenditure  figures  to  reflect 
the  food  cost  increases  since  that  time  period  and  the  change  in  income 
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levels  since  that  period  in  relation  to  the  food  cost  increases.  Alterna- 
tively, the  BLS  data  could  be  used  by  making  an  assumption  that  food 
expenditures  as  a function  of  income  remains  relatively  stable.  While 
this  assumption  may  be  correct  for  short  periods  of  time,  it  should  not 
be  extended  indefinitely.  Since  this  BLS  survey  is  not  updated  regularly, 
and  its  next  update  is  uncertain,  it  is  undesirable  as  the  primary  data 
source  for  calculating  civilian  food  expense. 

(2)  Agricultu’’e  Family  Food  Plan.  The  Department  of 
Agriculture  publishes  data  on  the  cost  of  food  at  home  for  various  age 
categories  and  family  sizes.  (See  Attachment  I.)  Estimates  of  food  costs 

at  three  assumed  food  plans  are  shown  for  each  of  the  categories. 

These  plans  represent  three  levels  of  cost  for  food  at  home.  However, 

they  do  not  reflect  how  much  people  actually  spend  for  food,  and  do  not 
relate  food  expenditures  to  income  levels,  though  food  expenditures  vary 

significantly  by  income  level.  They  are  therefore  not  useful  for  estimating 
civilian  food  cost. 

(3)  BLS'Family  Budgets.  The  Bureau  of  Labor  Statistics 
publishes  annually  three  hypothetical  family  budgets  which  portray  the 
costs  of  three  relative  standards  of  living  • described  as  lower,  inter- 
mediate, and  higher  (U.S.  Department  of  Labor  Report  76-7S9,  May  5, 
1976).  These  budgets  are  based  on  direct  pricing  done  in  1969, 
updated  annually  through  BLS  CPI  adjustments.  The  budgets  do  not  show 

how  families  of  this  type  actually  spend  their  money.  They  represent 
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assumptions  made  about  the  manner  of  living  at  each  of  the  three  levels. 

The  budgets  are  broken  down  into  various  consumption  categories  in- 
cluding a food  budget  that  represents  food  at  home  and  away  from  home. 
Attachment  2 shows  the  3 budget  levels  for  an  urban  family  of  4 and  the 
food  expenditure  portion  of  the  budgets.  The  BLS  Family  Budgets  also 
show  total  consumption  budgets  for  single  persons,  also  shown  in  Attachment 
2.  Although  BLS  does  not  break  down  the  total  consumption  budgets  of 
single  persons  into  each  of  the  individual  consumption  items,  it  is 
possible  to  estimate  food  expenditures  for  single  persons  and  families 
of  four.  The  ratio  of  food  expenditures  of  singles  to  families  with 
four  members  reported  in  the  BLS  Consumer  Expenditure  Survey 
(described  in  (a)  above)  was  .36.  This  very  closely  parallels  the 
relationship  between  the  total  consumption  budget  of  singles  and  their 
model  family  of  four  at  each  of  the  three  budget  levels  (.  3S).  There- 
fore, the  relationship  between  the  food  element  and  the  total  con- 
sumption of  the  four  member  model  family  can  be  applied  to  the  total 
consumption  estimate  of  the  single  person  family  to  give  a reasonable 
estimate  of  food  expenditures  for  a single  person.  This  produces  the 
following  estimates  of  food  cost  at  the  three  budget  levels: 


Lower 

Intermediate 

Higher 

Annual 

$1037 

$1353 

$1695 

Daily 

$2.84 

$3.71 

$4.64 
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The  estimated  family  income  of  heads  of  household  earning 
salaries  of  the  General  Schedule  linkage  grades  correspond 
approximately  to  the  BLS  family  budgets  as  follows: 


Family  Budget  Level  ^ 

Lower 

Inte  rmediate 

Higher 

Total  Budget 

$9,588 

$15, 318 

$22, 294 

GS-3,  Step  2 

9,  531 

GS-7,  Step  4 

15,779 

GS-9,  Step  2 

18,092 

GS-14,  Step  3 

37,209 

1 

Estimates  of  family  income  from  General  Schedule  salaries  is 
explained  in  Tab  C,  Appendix  1.  While  the  family  income  at  the  GS-14 
level  is  significantly  higher  than  the  BLS  family  budget,  food 
expenditures  should  not  be  appreciably  higher.  The  Consumer 
Expenditures  Survey  shows  that  the  actual  dollar  amount  of  food 
expenditures  remains  relatively  constant  past  the  $20,000  family 
income  level. 


Tab  D-4 


On  this  basis  the  civilian  food  cost  for  the  Net  Salary  standard 
at  the  linkage  grades  will  be  as  follows:  GS-3,  lower  budget  ($1,037); 
GS>7  and  GS-9,  interinediate  budget  ($1,  353);  GS-14.  higher  budget 
($1,695). 

In  summary,  there  is  no  best  single  source  for  determining 
civilian  food  cost  as  there  is  for  determining  civilian  housing 
expense.  The  BLS  Family  Budgets,  factored  for  the  single  person 
using  the  BLS  Consumer  Expenditure  Survey  was  chosen  as  a 
reasonable  and  stable  basis  because:  (1)  the  data  is  updated  annually 
by  BLS;  (2)  they  cover  food  both  at  home  and  away  from  home;  (3) 
they  realistically  show  food  expenditures  increasing  with  income. 

The  drawbacks  with  using  this  source  are:  (1)  they  do  not  reflect 
actual  food  expenditures;  and  (2)  the  annual  update  is  based  on  CPI 
rather  than  on  direct  pricing. 
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Cost  of  Food  St  Home  U Estimated  for  Food  Plans 
at  Three  Cost  Levels,  September  1975,  U.S.  Average 


Cost  for  1 week 

Cost 

for  1 month 

Sex-age  groups 

Low-cost 

plan 

Moderate- 
cost  plan 

Liberal 

plan 

Low-cost 

plan 

Moderate- 
cost  plan 

Liberal 

plan 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

FAMILIES 
Family  of  2:  2/ 

20-54  years 

29.10 

36.60 

44.10 

126.30 

158.70 

191.20 

55  years  and  over 

25.70 

32.00 

38.40 

111.40 

138.80 

166.30 

Family  of  4: 

Children,  1-2  and  3-5  years.... 

40.90 

51.10 

61.50 

177.20 

221.60 

266.50 

Children,  6-8  and  9-11  years... 

49.50 

62.10 

74.80 

214.30 

269.30 

324.00 

INDIVIDUALS  3/ 

Child: 

7 months  to  1 year 

5.40 

6.70 

7.90 

23.50 

28.80 

34.20 

1-2  years 

6.60 

8.10 

9.70 

28.40 

35.10 

41.90 

3-5  years 

7.80 

9.70 

11.70 

34.00 

42.20 

50.80 

6-8  years 

10.20 

12.80 

15.40 

44.20 

55.50 

66.70 

9-11  years 

12.80 

16.00 

19.30 

55.30 

69.50 

83.50 

Male: 

12-14  years 

13.60 

17.10 

20.50 

59.00 

74.00 

88.90 

15-19  years 

15.10 

18.90 

22.80 

65.40 

82.00 

98.80 

20-54  years 

14.70 

18.60 

22.50 

63.80 

'80.60 

97.40 

55  years  and  over 

12.90 

16.10 

19.40 

55.80 

69.70 

83.90 

Female : 

12-19  years 

12.10 

15.10 

18.00 

52.50 

65.20 

78.00 

20-54  years 

11.80 

14.70 

17.60 

51.00 

63.70 

76.40 

55  years  and  over 

10.50 

13.00 

15.50 

45.50 

56.50 

67.30 

Pregnant 

14.50 

17.90 

21.40 

62.80 

77.60 

92.70 

Nursing 

15.40 

19.20 

23.00 

66.90 

83.20 

99.50 

y These  estimates  were  computed  from  quantities  In  food  plans  published  In  Family 
Economics  Review.  Winter  1975 • The  costs  of  the  food  plans  were  first  estimated 
by  using  the  average  price  per  pound  of  each  food  group  psld  by  urban  survey 
families  at  three  selected  food  cost  levels  In  1965-66.  These  prices  were  adjusted 
to  current  levels  by  use  of  Retail  Food  Prices  by  Cities  released  periodically  by 
the  Bureau  of  Labor  Statistics. 

Ten  percent  added  for  family  size  adjustment.  See  footnote  3. 
y The  costs  given  are  for  individuals  In  4-person  families.  For  Individuals  In  other 
size  families,  the  following  adjustments  are  suggested:  1-person— ^dd  20  percent; 

2-person— add  10  percent;  3-person— add  5 percent;  5-person — subtract  5 percent; 
6-or-oore-person— subtract  10  percent. 

D.S.  Department  of  Agriculture 
Agricultural  Research  Service 
Consumer  and  Food  Economics  Institute 
Hyattsvllle,  Maryland  20782 
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HYPOTHETICAL  FAMILY  BUDGETS 


Autumn  1975 


Lower 

Intermediate 

Higher 

Total  Budget 

$9,588 

$15, 318 

$22,294 

Total  Consumption 
Food  Expenditures 

$7,795 

$2,952 

$11,725 
$ 3,827 

$16, 141 
$ 4,819 

Total  Consumption 
for  Singles 

$2, 730 

$ 4,100 

$ 5,650 

Source;  Bureau  of  Labor  Statistics,  USDL-  76-759 
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BASIC  ALLOWANCE  FOR  QUARTERS  AND  BASIC 
ALLOWANCE  FOR  SUBSISTENCE  UNDER  THE 
MODERNIZED  TAXABLE  PAYS  AND  ALLOWANCE  SYSTEM 


a.  Ba  sic  Allowance  for  Quarters. 


The  Batic  Allowance  for  Quarters  (BAQ)  will  be  set  to  defra 


y 


costs  based  on  housing  expenses  experienced  by  military  personnel. 
The  annual  Naval  Facilities  Command  (NAVFAC)  survey  covers  both 


rental  and  homeownership  costs  by  pay  grade.  The  national  average 


military  housing  expense  for  each  pay  grade  determined  from  this  survey 
will  be  used  as  the  basis  for  establishing  BAQ  rates.  For  implementation 
of  this  pay  system,  the  survey  would  have  to  be  refined  to  also  include 
rental  and  homeownership  expenses  of  bachelors  and  possibly  to  modify 
its  timing  to  more  closely  approximate  the  timing  of  annual  pay  adjust- 
ments or  of  BLS  surveys  used  to  calculate  the  "net  salary  standard"  link. 
Currently  the  NAVFAC  survey  covers  only  housing  cost  of  married 

personnel.  Data  from  the  latest  survey  (January  1976)  are  used  in 
calculating  married  BAQ  rates.  The  current  relationship  of  bachelor 

BAQ  to  married  BAQ  is  used  to  estimate  bachelor  housing  costs  until 

bachelor  housing  costs  are  collected. 


1 
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b.  Basic  Allowance  for  Subsistence. 

The  Basic  Allowance  for  Subsistence  (BAS)  rates  will  be  set 
based  on  a food  cost  index  which  reflects  the  food  cost  experience  of 
military  personnel.  A single  BAS  rate  will  be  established  for 
enlisted  personnel  in  recognition  of  the  government's  obligation  to  provide 
subsistence  to  military  members  and  that  this  obligation  does  not  vary 
by  pay  grade.  The  current  inversion  of  officer  and  enlisted  rate  is  a 
result  of  the  pecularities  of  successive  pay  adjustment  mechanisms. 

There  is  no  need  to  subsist  officers  at  levels  different  from  enlisted 
personnel.  Therefore  for  equity  officer  and  enlisted  cash  subsistence 
rates  will  be  set  at  the  same  rate. 

There  is  no  data  on  how  much  military  personnel  actually  spend 
for  food.  In  lieu  of  that  data,  there  are  several  alternatives  which  can 
be  used  as  the  basis  for  BAS  rates; 

• The  raw  food  cost  of  a daily  ration  to  the  Department  of  Defense. 
The  current  rate  is  $2.73.  This  alternative  has  the  advantage  of  equalising 
the  allowance  of  enlisted  members  receiving  subsistence  in  cash  and  in  kind 
and  of  officers  and  enlisted  members.  It  is  also  quite  close  to  the  BLS 
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consumption  budget  dnily  food  cost  for  lower  budgets.  It  hns  the  disadvnn- 
Uge  of  not  accurately  reflecting  average  food  costs  of  military  members 
who  do  not  receive  subsistence  in  kind. 

- A food  cost  index  which  measures  the  cost  of  subsisting  an  indi- 
vidual on  the  civilian  economy.  There  are  three  data  sources  available  for 
measuring  food  costs  on  the  economy;  (1)  The  Consumer  Expenditure 

Survey  Series  which  measures  actual  food  expenditures;  (2)  The  Depart- 
ment of  Agriculture  estimate  of  the  cost  of  food  at  home  for  defined  food 
plans;  (3)  and  the  BLS  Family  Budget  levels  which  estimate  costs,  both  at 
home  and  away,  at  three  defined  standards  of  living.  This  latter  index  is 
the  best  of  the  three  data  sources  for  accurately  measuring,  on  a contin- 
uing basis,  food  cost  expenditures  on  the  civilian  economy.  The  interme- 
diate budget  level,  equal  to  $3.71  per  day,  is  an  appropriate  BAS  rate 
since  it  represents  food  costs  of  people  subsisting  at  their  own  expense 
and  since  a single  BAS  rate  will  be  established  for  all  military  grades. 

It  can  also  be  considered  an  appropriate  charge  to  members  on  cash  BAS 
who  at  their  own  option  use  government  messing  facilities  as  including  the 
portion  of  mess  operating  costs  not  anributable  to  military  and  contingency 
requirements.  ^ This  alternative  will  be  used  as  the  basis  for  BAS  rates 
in  this  paper. 

Attachment  1 shpws  the  estimated  BAQ  and  BAS  rates  using  this 
methodology. 

* See  QRMC  Staff  Research  paper  "Subsistence",  17  November  1975 
for  discussion  of  this  issue. 
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ESTIMATED  MONTHLY  BASIC  ALLOWANCE  FOR  QUARTERS  (BAQ)  AND  BASIC 
ALLOWANCE  FOR  SUBSISTENCE  (BAS)  UNDER  THE  MODERNIZED  PAYS 
AND  ALLOWANCES  SYSTEM 


BAQ  With  Dependents 

BAQ  Without  Dependents 

BAS 

GRADE 

MODERNIZED  1/ 

CURRENT 

MODERNIZED  3/ 

CURRENT 

MODERNIZED  4/ 

CURRENT 

0-10 

$620  2/ 

$319 

$496 

$255 

$113 

$53 

0-9 

620  2/ 

319 

496 

255 

113 

53 

0-8 

620  2/ 

319 

496 

255 

113 

53 

0-7 

620  2/ 

319 

496 

255 

113 

53 

0-6 

556 

286 

456 

235 

113 

53 

0-5 

502 

265 

417 

220 

113 

53 

0-4 

457 

239 

379 

198 

113 

53 

0-3 

383 

217 

310 

176 

113 

53 

0-2 

303 

195 

239 

154 

113 

53 

0-1 

258 

157 

199 

121 

113 

53 

W-4 

441  2/ 

230 

366 

191 

113 

53 

W-3 

376  'll 

212 

305 

172 

113 

53 

W-2 

300  2/ 

193 

237 

152 

113 

53 

W-1 

293  2/ 

178 

226 

137 

113 

53 

E-9 

335  2/ 

204 

238 

145 

113 

77 

E-8 

313  ” 

191 

222 

135 

113 

77 

E-7 

288 

179 

187 

116 

113 

77 

E-6 

258 

166 

165 

106 

113 

77 

E-5 

218 

154 

146 

103 

113 

77 

E-4 

187 

134 

125 

90 

113 

77 

E-3 

177 

116 

122 

80 

113 

77 

E-2 

177  2/ 

116 

108 

71 

113 

77 

E-1 

177  2/ 

116 

101 

67 

113 

77 

L'  Average  off  post  housing  coats  as  developed  from  January  1976  NAVFAC  Survey. 

y Insufficient  number  of  responses  in  NAVFAC  Survey  for  these  grades  to  estimate 

housing  costs.  Estimates  of  housing  costs  for  these  grades  was  based  on  the  current 
BAQ  relationships  at  the  following:  0-10  through  0-7  to  0-6;  W-4  to  0-4;  W-3  to  0-3; 

W-2  to  0-2;  W-1  to  0-1;  E-9  to  E-8;  E-1  and  E-2  to  E-3. 

y Estimated  by  applying  the  current  relationship  of  without  dependents  BAQ  to  .with 
dependents  BAQ  to  the  modernized  with  dependents  BAQ  rates. 

y BLS  Family  C onsumption  Budgets,  intermediate  budget  level. 
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BASIC  PAY  RATES  UHDER  THE  MODERNIZED 
TAXABLE  PAYS  AND  ALLOWANCES  SYSTEM 


The  basic  pay  tables  under  the  modernized  pays  and  allowances  sys- 
.tem  will  be  constructed  based  on  the  following  criteria: 

Pay  Table  Criteria. 

a.  Linkage . 

Military  basic  pay  is  based  on  whole  grade  work  level  linkages  I 

with  the  General  Schedule  at  the  following  points:  E-3  to  GS-3  and  E-T 

to  GS-T;  0-2  to  GS-9  and  0-5  to  GS-1^. 

b.  Core  Longevity  Steps. 

The  construction  of  the  pay  tables  centers  around  promotion 
points  for  each  of  the  grades  and  the  number  of  years  spent  in  the  grade 
until  promotion  to  the  next  grade  and  until  retirement,  or  force  out, 
after  promotion  to  the  grade.  Along  with  accession  and  retention  consi- 
derations, these  features  of  the  military  personnel  management  system 
will  serve  as  a guide  in  constructing  the  basic  pay  tables.  The  point  in 
the  grade  at  which  promotion  occurs  is  identified  as  the  "core"  longevity 
step  for  that  grade.  In  the  officer  pay  table,  the  "core"  longevity  step 
is  the  DOPMS  promotion  flow  point.  In  the  enlisted  pay  table,  the 
"core"  longevity  step  is  the  average  years  of  service  at  promotion  in 
the  Enlisted  Management  Systems  Plan.  The  line  which  connects  the 
pay  at  the  core  longevity  steps  in  the  basic  pay  tables  is  defir  as  the 

payhne.  Tab  F-I  shows  the  longevity  step  at  each  pay  grade  which  fcrmr 

the  two  military  paylines.  i 

t 
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c.  Basic  Pay  Rates  at  the  Linkage  Grades. 

Basic  pay  rates  at  the  two  linkage  points  in  each  payline 
will  be  set  based  on  a "net  salary  standard"  which  is  derived  from 
the  linked  General  Schedule  salary.  This  "net  salary  standard  is 
created  by  deducting  from  civilian  basic  salary  the  expense  elements 
for  food  and  shelter.  Military  basic  pay  at  the  linkage  grades  will 
be  set  such  that  basic  pay  is  equal  to  the  "net  salary  standard  . 

The  determination  of  basic  pay  at  the  linkage  grades  using  the 
methodology  and  data  sources  described,  and  the  associated  military 
equivalent  salaries,  are  shown  at  Tabs  F-2  through  F-5. 

The  General  Schedule  salaries  at  the  linkage  points  are  those 
which  result  from  entry  into  or  promotion  to  those  grades.  Data  on  the 
entire  General  Schedule  is  not  yet  available.  Until  it  is,  data  on  DoD 
civilians  will  be  used  to  represent  it.  The  General  Schedule  linkage 
salaries  will  be  determined  as  follows: 

(1)  In  calendar  year  1975,  the  average  step  upon  promotion  to 
GS-3  of  Department  of  Defense  civilians,  consisting  largely  of 
employees  in  the  technical/clerical  occupational  grouping,  was  Step  2. 
Therefore,  the  E-3  basic  pay  at  the  core  longevity  step  (over  one  year 
of  service)  is  set  based  upon  the  "net  salary  standard"  which  results 
from  the  salary  of  GS-3,  Step  2,  or  $7,  339  per  year. 

(2)  Generally  speaking,  GS-7  occupations  which  are  analogous 
to  jobs  filled  by  the  E-7  are  those  which  are  classified  in  the  technical/ 
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clerical  schedule  under  the  new  Civil  Service  schedules  proposed  by  the 
President's  Panel  on  Federal  Compensation  (Rockefeller  Panel), 
Therefore,  the  average  step  upon  oromotion  to  GS-7  in  technical/ 
clerical  occupations  is  used  to  set  the  E-7  salary  at  the  core  longevity 
step.  This  will  be  consistent  with  the  recommendation  of  the  Rockefeller 
Panel  to  separate  the  current  General  Schedule  into  two  schedules,  one 
covering  executive /professional/administrative  occupations  and  the 
other  covering  technical/clerical  occupations.  Salaries  of  executive/ 

professional/administrative  employess  will  be  set  on  a national  average 
basis  while  salaries  of  technical/clerical  employees  will  be  set  on  a 
locality  basis.  In  1975,  the  average  step  on  promotion  to  GS-7  of 
Department  of  Defense  civilians  in  the  technical /clerical  occupational 
grouping  was  Step  4 to  the  nearest  whole  step.  (See  Tab  F-6)  The  E-7 
basic  pay  at  the  core  longevity  step  (over  14  years  of  service)  is  set 
based  upon  the  "net  salary  standard"  which  results  from  the  salary  of 
GS-7,  Step  4,  or  $12,  150  per  year. 

(3)  The  0-2  occupations  at  the  GS-9  level  are  generally  those 
that  would  be  classified  in  the  executive /professional /administrative 
schedule,  whose  salaries  will  be  set  on  a national  average  basis.  The 
basic  pay  of  the  0-2  is,  therefore,  based  on  the  average  step  at  promo- 
tion to  GS-9  in  professional  and  administrative  occupations.  In  1 975, 
the  average  step  on  promotion  of  Department  of  Defense  civilians  in 
these  occupational  groupings  was  Step  2 to  the  nearest  whole  step.  The 
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0-2  basic  pay  at  the  core  longevity  step  (over  two  years  of  service)  is 
set  based  upon  the  "net  salary  standard"  which  results  from  the  salary 
of  GS-9,  Step  2,  or  $13,  931  per  year. 


4 


(4)  In  1975,  the  average  step  upon  promotion  to  GS-14  of 
Department  of  Defense  civilians,  all  of  whom  are  classified  in 
professional/administrative  occupations,  was  Step  3.  Therefore,  the 
0-5  basic  pay  at  the  core  longevity  step  (over  16  years  of  service)  is  set 

based  upon  the  "net  salary  standard"  which  results  from  the  salary  of 
GS-  14,  Step  3,  or  $28,  651  per  year. 

Intergrade  Differentials. 

The  intergrade  differential  sets  the  difference  in  basic 
pay  rates  between  grades  at  the  core  longevity  steps.  The  differentials 
which  currently  exist  in  basic  pay  at  the  core  longevity  steps  is  retained 
in  the  modernized  pays  and  allowances  basic  pay  table.  The  current 
differentials  in  basic  pay  was  selected  as  appropriate  intergrade  differ- 
entials because  basic  pay  is  the  element  of  military  compensation  which 
has  been  shaped  over  a period  of  years  to  meet  the  unique  personnel 
m^nagement  requirements  of  the  services  and  the  levels  of  which  reflect 
work  level  distinctions  between  the  grades.  The  shape  of  the  General 
Schedule  payline  was  not  considered  because  it  has  been  structured  to 
meet  personnel  requirements  of  a civilian  force  significantly  diffe:;ent 
from  that  of  the  military.  RMC  "payline"  differentials  were  also  con- 
sidered for  this  purpose.  They  were  rejected  because  three  elements  of 
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RMC* 'basic  allowance  for  quarters,  basic  allowance  for  subsistence, 
and  tax  advantage-*bear  no  relationship  to  the  purpose  of  the  intergrade 
differentials  (i.  e.  , to  make  pay  distinctions  to  reflect  work  level  dis- 
tinctions). Currently,  and  under  the  taxable  modernized  pays  and 
allowances  system,  these  two  allowances  are  based  primarily  on  need 
and  without  regard  to  longevity  and  the  tax  advantage  element  under 
the  current  system  is  influenced  by  the  vagaries  of  U.S  income  tax 
laws.  Therefore,  RMC  is  not  useful  for  establishing  basic  pay  inter- 
grade differentials  under  a m.odernlzed  taxable  pays  and  allowances  system. 

e.  Longevity  Steps 

(1)  Time  Interval  Between  Steps. 

Longevity  pay  increases  serve  as  an  economic  incentive  tc 
remain  in  service  and  ere  to  recognize  and  reward  individual  performance 
improvements  which,  on  the  average,  occur  with  additional  time  spent  in 
service.  The  annual  matching  pay  increases  keep  overall  military  pay 
abreast  of  wage  movements  in  the  private  sector.  The  two-year  intervals 
which  occur  between  most  of  the  longevity  steps  in  the  present  pay  table 
are  retained  in  the  basic  pay  tables  as  reasonable  intervals  between 
performance- related  increases.  However,  exceptions  to  this  general  rule 
are  made  by  retaining  the  longevity  step  at  the  three  years  of  service 
point  which  is  in  the  current  basic  pay  table  and  adding  a longevity 
pay  step  at  the  1-year  point.  Therefore,  one  year  intervals  occur  be- 
tween longevity  step  increases  in  the  first  four  years  of  service  and 
two-year  intervals  thereafter.  The  shorter  time  period  between  longe- 
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vlty  pay  increases  in  the  first  four  years  of  service  is  consistent 
■•.'ith  the  practice  in  the  private  sector  of  frequent  pay  increases  in 
the  early  years  of  employment.  Kramer  Associates,  Inc.  in  a study  of 

entry  level  compensation  practices  in  the  civilian  sector  for  the  Third 

1/ 

QRCM,  reported  that: 

• Entry-level  professional  employees,  who  correspond  roughly  to 
newly  commissioned  officers,  are  promoted  after  one  year  and,  on  the 
average,  receive  salary  increases  of  15  percent. 

• Employees  in  entry-level  office  occupations  can  generally  attain 
the  second  level  in  three  to  six  months. 

• Apprentices  in  skilled  trade  programs,  usually  three  to  four 
years  in  duration,  receive  a pay  increase  after  six  months  and  another 
increase  after  one  year. 

In  the  enlisted  basic  pay  table,  these  early  pay  increases  upon 
entry  are  provided  through  promotion.  Under  enlisted  force  management 
plans,  promotion  to  E-2  occurs  after  six  months  service  and  promotion 
to  E-3  occurs  after  one  year.  However,  under  the  current  basic  pay 
tables  the  entry  commissioned  officer  does  not  receive  a pay  increase 
for  two  years  when,  under  DORiS,  promotion  to  0-2  occurs.  Therefore, 
the  one-yea-  longevity  step  j/ay  increase  is  added  to  give  earlier  leccg- 
nition  to  the  performance  improvement  achieved  by  the  officer  after  com- 
missioning. 

(2)  Number  of  Longevity  Steps 
(a)  Officer  Basic  Pay  Table 

There  were  several  factors  considered  in  determining  the 

^■^Entry  Level  Compensation  Practices  In  The  Civilian  Sectcr, 
Kramer  Associates,  Inc.,  August  6,  19~6. 
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number  of  longevity  steps  in  the  officer  basic  pay  table.  These  consi- 
derations include  the  Defense  Officer  Personnel  Management  System 
(DOPMS),  which  defines  the  longevity  steps  for  each  grade  steps  at  which 
normal  promotion  will  occur.  Longevity  increases  beyond  the  DOPMS  pro- 
motion flow  points  are  unnecessary  since  the  necessity  for  providing 
an  economic  incentive  is  eliminated.  However,  since  the  promotion  points 
contained  in  DOPMS  are  subject  to  change,  a measure  of  flexibility  is 
provided  in  the  pay  table  by  adding  one  longevity  pay  increase  past  the 
normal  promotion  point  to  the  next  grade.  Under  this  criteria,  the 
longevity  pay  increases  terminate  at  the  following  steps:  0-1,  3 years; 
0-2,  6 years;  0-3,  12  years;  0-4,  18  years;  0-5,  24  years. 

Additional  longevity  steps  are  then  added  to  those  determined  under 
the  DOPMS  criteria  for  grades  O-l,  0-2,  and  0-3.  This  permits  elimi- 
nation of  the  current  separate  table  for  commissioned  officers  with 
enlisted  service  (0-lE,  0-2E,  and  0-3E).  When  that  separate  table  was 
originally  established,  the  major  justification  was  to  preclude  pay  inver- 
sions on  initial  commissioning  and  to  avoid  inequities  for  those  who  were 
commissioned  with  considerably  more  than  four  years  enlisted  service. 
The  1971  all-volunteer  forces  pay  raise  eliminated  the  first  problem 
area.  The  second  problem  can  be  eliminated  by  extending  the  basic 
commissioned  officer  basic  pay  table  intragrade  progression  to  r :r 
personnel  commissioned  with  prior  enlisted  service.  The  number  of 
additional  longevity  steps  for  each  of  the  grades  are  created  based  on 
the  following  considerations: 

• At  least  ten  yearr  of  commissioned  service  are  required  for  re- 
tirement at  twenty  years.  Therefore,  ten  years  service  would  be  the 
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normal  maximum  service  that  an  enlisted  member  would  have  upon  being 
commissioned. 

t Under  D0H4S  the  normal  flow  point  to  0-3  is  at  four  years  of 
commissioned  service.  Thus  fourteen  years  would  be  the  normal  majcimum 
years  of  total  service  an  officer  would  have  upon  promotion  to  0-3. 


• Under  D0PM5  an  officer  remains  six  years  in  grade  0-3  before 
promotion  to  0-1*.  The  officer  with  the  normal  maximum  enlisted  service 
who  was  promoted  in  "due  course"  would  reach  retirement  eligibility  of 
20  years  while  in  grade  0-3.  Therefore,  longevity  increases  in  grade 
0-3  are  extended  to  the  l8  year  point  to  provide  longevity  increases 
up  to  the  20  year  re*. irement  point. 

« Longevity  steps  for  0-2  end  at  the  *.l  year  point  and  for  0-1 
end  at  the  12  year  point  since  under  the  DOPMS  flow  points,  promotion 
or  force  out  will  occur  before  going  past  these  points. 

• In  the  main  segment  of  the  officer  corps,  less  than  3Tc 
are  currently  in  these  "extra"  longevity  steps.  Under  DOPMS  those 
longevity  steps  will  be  limited  essentially  to  officers  with  prior 
enlisted  service  since  regular  commissioned  officers  will  be  promoted 
or  forced  out  before  reaching  these  longevity  steps.  The  additional 
cost  of  paying  the  officers  who  are  currently  in  these  extra  lonie- 
vity  steps  at  the  proposed  basic  pay  rates  would  only  be  approximately 
$1.6  million. 
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DOPMS  criteria  cannot  be  applied  in  determining  the  terminal  longe- 
vity steps  for  grades  0-6  through  0-10  since  there  are  no  promotion 
flow  points  to  general  and  flag  officer  grades.  For  grade  0-6,  longe- 
vity steps  are  added  at  the  2h  and  28  years  service  points  to  smooth 
•out  the  0-6  departures  from  service  by  serving  as  an  inducement  to  remain 
on  active  duty.  This  is  consistent  with  the  design  of  the  Betirement 
Modernization  Act  (RMA)  to  encourage  service  to  30  years  before  retire- 
ment. Longevity  increases  are  also  added  for  general  and  flag  officer 
grades  at  the  28,  30,  and  32  year  service  points,  The6e  steps  are 
added  in  recognition  of  the  fact  that  most  general  and  flag  officers 
serve  past  30  years  before  retirement,  and  provide  remuneration  for 
that  service. 

(b)  Enlisted  Basic  Pay  Table 

Unlike  the  officer  force,  the  enlisted  force  does  not  have 
common  promotion  points  nor  are  proraot‘.>ns  specifically  managed'  to 
occur  at  a given  point.  There  are  considerable  differences  in  the  num- 
ber of  years  at  promotion  among  the  services.  For  these  reasons,  there 
is  a wide  dispersion  around  the  "core"  longevity  step  of  enlisted  per- 
sonnel in  each  pay  grade;  this  reduces  the  usefulr.f  >>s  of  the  "core" 
longevity  step  ac  a basis  for  differential  longevity  increase  rates  tc 
contribute  to  continuation  policies. 


Therefore,  while  the  ident if  1 elation  of  "core"  Igngevity  steps  based 
on  an  objective  enlisted  force  is  used  as  a guide  in  establishing  an  en- 
listed basic  pay  line,  it  is  not  applied  rigidly  in  constructing  the 
pay  table.  The  pay  table  must  have  the  flexibility  to  fit  changing 
force  objectives  and  promotion  opportunities  in  a force  less  rigidly 
controlled  by  "up-or-out"  policies  than  is  the  officer  force.  To  pro- 
vide this  flexibility,  the  longevity  steps  for  each  grade  must  extend 

to  the  point  to  which  continuation  on  active  service  is  authorized. 
Therefore,  the  basic  enlisted  pay  Uble  will  be  structured  such  that 
longevity  pay  increases  occur  up  to  that  longevity  itep  in  each  grade 
just  preceding  the  authorized  tenure  for  teat  grade  under  current 
enlisted  management  plans. 

The  authorized  tenure  under  current  management  plans  are  as 
fellows;  E-^,  10  years;  E-5,  20  years;  E-6,  23  years,  E-T,  26  years; 
E-8,  28  years;  E-9,  3^  years. 


Since  the  average  longevity  step  at  which  promotion  occurs  in 
each  grade  car.  vary  from  the  enlisted  management  objective  "core"  longe- 
vity step  over  a period  of  time,  and  because  these  promotion  points  will 
te.nd  to  vary  among  the  services,  a constant  percentage  intragrade  dif- 


ferential is  applied  to  all  of  the  longevity  steps  in  each  pay  grade. 
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(f)  Intragrade  Dlfferen^:lals 

Intragrade  differentials  set  the  dollar  difference  between 
longevity  steps  within  a particular  pay  grade.  The  current  basic  pay 
tables  have  no  regular  pattern  of  differentials.  They  range  from  1.2^ 
to  15.8^  in  an  irregular  array.  To  rationalize  intragrade  differen- 
tials in  the  basic  pay  tables,  civilian  practice  in  this  area  is  used 
as  a guide.  However,  the  military  force  is  managed  primarily  on  the 
basis  of  entry  at  the  bottom  and  career  progression  through  the  grades 
on  a competitive  performance  basis.  Therefore,  intragrade  longevity 
increases  in  pay  will  be  kept  subordinate  in  importance  to  the  increases 
which  result  from  promotion. 

The  General  Schedule  salary  table  is  constructed  such  that  there 
is  a 30^  differential  between  Step  1 and  Step  1C  in  all  of  the  grades. 

This  averages  out  to  a!"!  intragrade  differential  of  about  3^  between 
steps . 

There  is  no  consistent  pattern  of  practice  in  the  private 
sector  regarding  intragrade  differentials.  A 1974  survey  of  compensa- 
tion practices  by  the  Civil  Service  Commission  showed  that  while  length- 
of-service  pay  increases  are  quite  common  In  state  and  local 
governments,  they  play  a much  less  significant  role  in  employee  pay 
adjustment  practices  for  private  and  non-profit  organizations.  In  pri- 
vate sector  organizations  which  use  a step  rate  pay  structure,  the 
median  intragrade  step  differential  is  between  3%  and  47e. 

A.’i  intragrade  differe.ntial  of  31^  is  established  for  the 
military  grades.  This  differential  was  chosen  becaus-  it  is  consistent 
with  the  intragrade  differentials  in  the  federal  civil  service  and  in 
private  industry.  At  the  basic  pay  rates  involved,  a Ji  differential 
is  the  minimum  rate  which  allows  pay  increases  of  a meaningful  dollar 


amount. 
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Within  this  framework  of  comparability  with  civilian  longe- 

^ . 

>tM> 

vity  practice,  military  accession  and  retention  considerations  must  be 
taken  into  account  in  the  early  years  of  service.  Generally  speaking 
the  initial  period  of  military  service  obligation  occurs  within  the 
first  four  years  of  enlisted  and  the  first  six  years  of  officer  service. 
Determination  of  intragrade  differentials  in  these  segments  of  the  pay 
table  are  discussed  in  the  sections  on  each. 

Using  these  criteria,  the  military  basic  pay  tables  under 
a modernized  taxable  pays  and  allowances  system  are  constructed  as  follows: 

1,  Enlisted  Basie  Pay  Table 


a.  Setting  Basic  Pay  at  the  Core  Lon2evity  Steps 

Basic  pay  at  the  core  longevity  steps  of  grades  £>3 
and  E-7  are  based  on  work  level  linkages  to  the  General  Schedule  at 
grades  GS«3,  Step  2 and  GS-7,  Step  4 as  shown  at  Tabs  F-2  and  F-3 
Basic  pay  at  the  core  longevity  steps  of  the  grades  between  E>3  and  E-7  are 
set  based  on  the  intergrade  differentials  of  basic  pay  which  currently  exist 
between  these  grades  (See  Tab  F-8).  Thus  the  basic  pay  of  E-4  at  the 
core  longevity  step  for  that  grade  is  1. 162  tiroes  $4,488.  The  intergrade 
differentials  in  the  current  enlisted  basic  pay  table  are  then  applied  to 
the  rest  of  the  grades  up  to  E-7. 

However,  application  of  these  differentials  to  the  core 

basic  pay  for  E-3  yields  a Sasic  pay  of  $8,  802  for  E-7.  This  is  $307  over 
the  linked  pay  of  $8,495  for  the  E-7.  To  fit  the  enlisted  payline  to  the  two 
linkage  points,  this  overage  is  proportionally  prorated  to  the  existing  inter- 
grade differentials  between  E-3  and  E-7.  The  resultant  enlisted  basic  pay- 
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line  and  differential!  are  shown  at  Tab  F-8. 

Basic  pay  rates  for  E-I  and  E-2  are  set  by  stepping 
.down  from  the  linked  E-3  basic  pay  by  the  percentage  differentials  in  the 
current  pay  table.  Likewise,  "core"  longevity  basic  pay  levels  for  E-8, 
E>9.  and  Sergeants  Major  are  set  by  stepping  up  from  the  linked  E-7  basic 
pay  by  the  inter  grade  differentials  in  the  current  pay  table. 

b.  Pay  Grades  E-1  through  E-4  with  less  than  4 Years' 

Service  . 

Accession  and  retention  considerations  predominate 
through  the  firs:  four  years  of  enlisted  service.  Promotions  occur  rapidly 
up  to  grade  E-4.  Thus,  the  primary  pay  motivating  factor  is  provided 
throushthe  pay  increases  which  result  from  promotion  rather  than  from 
lonsevitv  in  a srade.  In  FY  1976,  most  of  the  first  term  enlistments 
were  for  a period  of  three  or  four  years  (40%  three  year  enlistments 
and  54%  four  year  enlistments).  Therefore,  in  constructuring  the 
enlisted  pay  table  for  this  group  it  is  necessary  that:  (1)  entry  level 
pay  be  competitive  with  civilian  employment  so  that,  in  conjunction  with 
the  enlistment  bonus  program,  the  military  services  can  meet  their 
accession  requirements:  and  (2)  there  be  significant  pay  increases  at  the 
three  and  four  years  <3f  service  point  to  provide  an  incentive  to  extensions 
and  reenlistments  to  continue  in  military  service, 
c.  Entry  Level  Pay. 

The  competitive  criteria  is  met  by  establishing  E-3 
pay  based  on  linkage  to  CS-3.  Pay  for  E-1  and  E-2  is  then  derived  by 
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•tepping  down  from  the  linked  E-3  beeic  pay  by  the  basic  pay  percentage 
differentials  in  the  current  pay  system.  This  produces  a monthly  basic 
pay  of  $323  (annual  rate  of  $3,  877  per  year)  for  the  E-1, 

Without  conscription  the  military  must  compete 
with  the  private  sector  in  the  recruiting  and  retention  of  full-time 
permahent  personnel.  E-1  pay  must  be  competitive  with  the  pay  of 
entry  level  workers  in  the  private  sector.  Therefore,  The  E-1  military 
pay  set  by  this  methodology  described  was  assessed  against  civilian  pay 
practices  for  entry  pay  and  pay  of  similar  age  groups. 

In  addition  to  basic  pay,  the  E-1  is  also  provided 
government  quarters  and  subsistence  or  cash  allowances  for  these  items. 

Under  the  modernized  taxable  pays  and  allowances  system,  the  cash 
quarters  and  subsistence  allowances  are  based  on  actual  e3q>endltures  for 
housing  and  food  by  military  personnel*  Food  expenses  for  E-1  are 
estimated  from  the  intermediate  budget  of  the  BLS  Family  Budget  series 
to  be  $113  per  month  and  housing  e]q>enses  are  estimated  from  the  NAVFAC 
survey  to  be  $177  per  month  for  married  personnel  and  $101  per  month 
for  bachelors  (see  Attachment  1 to  Tab  E)«  The  Regular  Miliary 
Compensation  (RMC)  for  single  E-l*s  is  $537  per  month  and  the  family 
RMC  is  $613  per  month.  Overall  average  RMC  is  $549  per  month 
($6,588  per  year). 
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For  purposes  of  compsrison  s study  of  entry  level 
pay  practices  in  the  civilian  sector  was  made.  The  study  found  very 
few  parallels  in  the  private  sector  to  the  indoctrination  training,  as 
distinguished  from  training  in  a specific  skill  or  trade,  which  it  charac- 
teristic of  military  basic  training. 

There  are  a few  government  sponsored  programs,  such  as 
the  Job  Corps  and  programs  under  the  Manpower  Development  and  Training 
Act  (MDTA).  which  may  bear  some  similarity  to  recruit  training.  How- 
ever. many  of  these  programs  are  aimed  at  disadvantaged  and  unemployable 
youths,  many  of  whom  cannot  qualify  for  enlistment  in  the  military.  In 
addition,  many  of  these  programs  are  not  permanent  employment 
opportunities,  but  are  intended  only  to  improve  the  ability  to  later  find 
and  hold  a job.  Once  the  period  of  training  is  over,  the  enrollee  is  not 
employed,  but  then  begins  to  seek  employment.  Pay  scales  in  such 
programs  are  not  therefore  of  great  usefulness  for  comparisons  purposes. 

The  Kramer  study  reported  that  1975  first- level  earnings  of  jobs  comparable 

to  enlisted  men's  office-type  specialties  were  $549  per  month,  and  the 
average  salary  of  jobs  comparable  to  enlisted  men's  specialties  other 

thun  )f^'tce  (lor  example,  guards  and  watchmen,  laborers,  truck  drivers) 
weve  $'1.^7  pet  month.  The  first,  or  entry-level,  is  the  lowest  pay  grade 
in  an  occupation,  one  into  which  an  inexperienced  worker  is  hired. 


Entry  Level  Compensation  Practices  In  The  Civilian  Sector, 
Kramer  Associates,  Inc.,  August  6,  1976. 


Tab  F 


16 


■ • i 

'■U 

r i 

’ -f. 

S 1 


t 


I- 


I 


1 


1 


Earnings  of  first  stage  apprentices  in  typical  labor  union  apprenticeship 

programs  range  from  $471  per  month  for  electricians  to  $887  per  month 

for  newspaper  compositors,  with  the  salaries  generally  falling  in  the  $500-600 
range. 

Weekly  earnings  of  age  groups  in  the  civilian  sector 
from  which  the  military  normally  recruit  enlisted  personnel  range  from  $10U 
for  17-years  olds  to  $156  for  20-year  olds  (Tab  F-7)»  The  $127  average 
c&Bh  RMC  for  the  E-1  ($6«S88  divided  by  52  weeks)  falls  in  the  range  of 
earnings  of  18  and  19  year  old  males  in  the  private  sector. 

On  balance,  therefore,  the  average  cash  RMC  for  the 
E-1  ($549  per  month/$127  per  week)*  in  conjunction  with  the  system  of 
bonuses  for  critical  specialties,  ishould  result  in  pay  levels  that  are  com- 
petitive with  those  paid  in  the  private  sector. 

d.  Retention  Considerations 

A significant  financial  incentive  is  required  for 
retention  purposes,  at  the  three  and  four  year  service  points.  In  FY  76, 
about  40%  .of  first  term  enlistments  are  for  a period  of  three  years  and 
about  54%  are  for  four  years.  The  primary  first  term  reenlistment  pool 
are  personnel  in  grades  E-4  and  E-5.  On  average  these  grades  will  have 

been  achieved  by  the  end  of  three  and  four  year  first  enlistments^  In 
addition,  about  85%  of  military  personnel  eligible  to  reenlist  after  their 
first  term  are  E-4  or  E-5.^ 


1 The  length  of  service  at  promotion  to  E-4  in  the  FY  77  budget 
Bubmisslon  is:  Army,  1.  92  years;  Navy,  2 years;  Air  Force,  2.  5 years; 
Marine  Corps,  2.  83  years  . 

2 In  FY  75  and  FY  76.  62%  were  E-4,  23  E-5. 
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For  these  reasons  e three  year  longevity  step  is  provided  ; 

with  large  increases  for  average  promotion  to  E-4  and  early  promotion  to  E-5. 

The  four  year  longevity  step  provides  a large  increase  at  the  normal  or 

I 

j 

payUne  promotion  point  to  E-5.  A larger  than  normal  longevity  increase  Is 
also  provided  at  the  four  year  longevity  step  in  the  E-4  grade.  An  increase 
of  50%  of  that  which  would  result  from  promotion  to  E-5  was  selected. 

2.  Officer  Basic  Pay  Table 

Basic  pay  at  the  core  longevity  steps  of  grades  0-2  and  0-5 
are  based  on  work  level  linkages  to  the  General  Schedule  at  grades  GS-9, 

Step  2 and  GS-14.  Step  3 as  shown  at  Tabs  F-4  and  F-5.  Basic  pay  at  the  core 
longevity  steps  of  the  grades  between  0-2  and  0-5  are  set  based  on  the  intergrade 
differentials  of  basic  pay  which  currently  exist  between  these  grades  (See 
Tab  F-8) 

However,  application  of  these  differentials  to  the  core 
basic  pay  for  0-2  yields  a basic  pay  of  $21, 185  for  0-5,  This  is  $1,  888  short  of 
the  linked  basic  pay  of  $23,073  for  0-5,  To  fit  the  officer  payline  to  the  two 

linkage  points,  this  shortage  is  proportionally  prorated  to  the  existing 
intergrade  differenUals  between  0-2  and  0-5.  The  resultant  officer  basic 
payline  and  differentials  are  shown  at  Tab  ^-8. 

The  "core"  longevity  basic  pay  rates  for  0-6  through  Chic- 
of  Staff  are  set  by  stepping  up  from  the  linked  0-5  core  step  by  the  intergrade 
differentials  in  the  current  basic  pay  table. 
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llie  batic  rate  for  0*1  is  set  by  stepping  down  from  the 
linked  0-2  basic  pay  by  the  basic  pay  percentage  differential  in  the  current 
pay  table. 

As  was  described  for  enlisted  payline,  accession  and  retention 

considerations  are  of  primary  importance  in  shaping  the  basic  pay  table  through 

the  first  six  years  of  commissioned  service  • Currently  initial  service  and 

training  obligations  for  officers  range  from  three  to  six  years.  Therefore, 

1 

for  retention  purposes  significant  pay  increases  should  occur  at  these 
longevity  steps.  Promotions  from  0*1  to  0-2  and  0-3  are  virtually 
automatic  during  this  time  period.  Thus  intragrade  differentials  (longevity 
increases)  are  relatively  much  more  important  during  the  first  six  years  than 
for  the  remainder  of  the  pay  table.  Therefore,  longevity  increases  between 
normal  promotion  points  for  the  0-3  under  six  year  population  are 
increased  from  the  normal  3^o  of  core  step  basic  pay  to  507o  of  the  amount  that 
would  result  from  promotion.  This  effects  the  longevity  step  increases  at 
the  three  year,  four  year,  and  six  year  points.  Entry  level  salaries  for  jobs 
in  the  private  sector  comparable  to  officer  grades  typically  range  from  $905 
to  $1,076  per  month.  The  influence  of  a year  of  experience  seems  relatively 
uniform,  the  second  le^*el  pay  averaging  about  15%  above  the  first.  While 
there  is  no  firm  rule  that  a worker  will  rise  to  the  second  level  after  one 
year,  it  does  appear  to  be  a common  interval.  ^ 

T 

Kramer  op  cit  p 16.  Kramer  emphasizes  that  the  duties  of  most,  if  net  all. 
officers  may  have  little  resemblance  co  the  private  sector  occupations  used 
for  comparison.  Kramer's  comparisons  were  based  on  qualifications 
(Baccalaureate  degree,  no  experience  in  intended  speciality)  of  the  entrants 
into  the  jobs  used,  rather  than  on  job  content. 
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Proposed  officer  entry  level  average  RMC  is  $1,010  per  month.  This 
is  within  the  range  of  salary  averages  cited  by  Kramer. 

3.  Warrant  Officer  Basic  Pay  Table 

The  basic  pay  relationship  that  currently  exists  between 
Warrant  Officer  grades  and  commissioned  officer  grades  is  used  to  construct  | 
the  Warrant  Officer  basic  pay  table.  Basic  pay  is  identical  between  Warrant  j 
Officer  and  commissioned  officer  grades  at  the  following  points:  W-l/lO 

years  and  0-1/3  years;  W-2/6  years  and  0-2/2  years:  W-3/18  years  and 
0-3/4  years;  W-4/14  years  and  0-4/6  years.  This  relationship  is 
retained  in  the  Warrant  Officer  basic  pay  table  for  these  longevity  steps. 

Basic  pay  for  the  other  longevity  steps  in  the  Warrant  Officer  basic  pay 
table  are  set  using  the  3^  intragrade  differentials. 

Military  basic  pay  tables  based  on  the  Methodology’  and  criteria 
described  are  shown  at  Tab  F-9. 
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MILITARY  PAYLINE  CORE  LONGEVITY  STEPS 


Grade 

Longevity 
Step  on 
Pavline 

0-1 

<1 

0-2 

2 

0-5 

4 

0-4 

10 

0-5 

16 

0-6 

22 

0-7 

28 

0-8 

30 

0-9 

30 

0-10 

30 

E-1 

< 1 

E-2 

<1 

E-S 

1 

E-4 

3 

E-5 

4 

F-6 

8 

E-T 

14 

E-8 

18 

E-? 

22 

Tab  T-1 


MILITARY  PAY  STANDARD 
E-3,  1 Year  Service 


GS-3.  Step  2 
Salary 


E-3 

Proposed  Average  Military 
Equivalent  Salary 


E-3 

Current  Average  Military 
Equivalent  Salary 


$7,339 

$7,532 

$7,511 

! 1 

BAQ 

Housing 

Cost 

BAQ^ 

$1,110^ 

$1,814 

$1,691 

BAS 

$923 

Food  Cost 

BAS 

Tax  Advantage 

$U0  3 

$1,037 

$1,353 

Nf 

Salary 

Standard 

Basic 

Pay 

Rsaic 

Pay 

$4,488 

$4,488 

$5,C18 

U'eighted  average  BAQ.  Married  BAQ  fro*  NAVFAC  aurvey  i»  $:,124.  Single  C\»  ja  e9i  of 
the  married  rate  or  $1,464. 

‘h'eighted  average  of  married  BAQ,  $1,393  and  aingle  BAQ,  $9i3. 

Si^eighted  average  iax  advantage.  Single  rate  ia  $46’  and  average  fa^.l'  r.^te  ia  iW . 
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WILITAIIY  Tvi  STMOAltD 


E-7,  1*  Y««ri  of  S«Tvtc« 


CS-7.  Stop  t 
Salary 


E-7 


Prapoaad  Avarata  Military 
Equlvalant  Salary 


S13.17i 


E^J 

Currant  Avaraga  Military 
Equlvalant  Salary 

Sl),«99 


\!,lghia<!  avaraga  SAQ.  Marrlad  SAD  Iron  MAVTAC  aurvay  la  ».*». 
$2.2*4. 


Singla  SAQ  U *«  narrlad  rata  or 


^Uaightad  avaraga  of  narrlad  SAQ*  $2.1**  and  aingla  SAQ.  11.390. 

‘walghiad  avaraga  ta.  advantaga.  Singla  rato  it  1*1*  and  avaraga  f tally  rata  la  1*71 


Ta*  r-1 


0-S,  It  Yaart  of  Sarvica 


$30,391 


***^*f*lt^864  ***^^**^  luvrac  Sorvay  ta  19,03*.  tloala  MQ  ta  I3t  of  cSa 

^«at|hca4  avara|t  of  urrUd  IM).  13,173  and  aintla  UQ,  12,913. 


^Utlihcod  avaraia  caa  advaacafa.  ftntlo  rata  ta  It, 901  and  avarafo  fantly  rata  la  11,971. 
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MEDIAN  WEEKLY  EARNINGS^ 
FULL-TIME  WAGE  AND  SALARY  WORKERS 


Median  Earnings 

Age 

Males 

All 

17 

104 

102 

18 

124 

116 

19 

139 

128 

20 

156 

133 

The  nedian  earnings  as  reported  in  the  Department  of 
Labor  May  1975  Survey  was  updated  by  the  average 
weekly  earnings  increase  of  workers  in  the  private 
non- farm  economy  between  May  1975  and  July  1976. 
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20  October  1976 

QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 

MODERNIZED  TAXABLE  PAY  AND  ALLOWANCES  SYSTEM 
A SSUMED  IMPLEMENTATION  PLAN 


Impleirentation  Assumptions 

1.  A new  Military  Basic  Pay  for  all  enlisted,  warrant  officer  and 
officer  grades  is  set  at  parity  with  Federal  Civil  Service  pay  based 
on  whole-grade  work  level  linkages  with  the  General  Schedule: 

E-3  to  GS-3 
E-7  to  GS-7 
0.2  to  GS.9 

0*5  to  GS*14  (preferred  0-6  linkage  not  yet  available) 

2.  New  BAQ  and  BAS  rates  are  set  based  on  the  cost  of  off  post 
family  quarters  and  subsistence,  with  bachelor  BAQ  at  its  current 
relationship  to  family  BAQ« 

3.  The  new  system  becomes  effective  1 October  1978.  The  current 
basic  pay  and  BAQ  rates  are  retained  for  about  five  years  until 

all  active  duty  members  shift  to  the  new  tables  without  loss  of  basic 
pay. 

4.  The  new  retirement  system  in  the  RMA  proposal  94-4  is  imple- 
mented in  FY  1979. 

5.  The  major  benefit  package  (leave,  holidays,  medical  absence, 
insurance,  mode  lized  retirement,  and  health  care)  is  retained  at 
present  levels  i’  benefit  package  adjustments  can  be  made  on  a 
General  Schedule  package  linked  to  the  private  sector  (about  2 years). 

6.  All  bonuses  and  special  pays  are  unlinked  from  basic  pay  and 
set  at  specified  dollar  levels. 


a.  Officer  bonuses  and  special  pays  are  set  such  that  the  cost  to 


DoD  is  reduced  10%. 
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b.  Because  of  reductions  in  enlisted  basic  pay  levels,  there  will 
be  a substantial  increase  in  enlistment  and  reenlistment  bonuses. 
Estimating  the  effects  of  enlisted  payline  shifts  on  bonuses  or  special 
and  incentive  pays  are  highly  judgmental  because  there  isn't  an  empirical 
data  base  that  would  support  such  an  estimating  relationship.  Roughly  1/2 
the  enlisted  force  is  in  blue  collar  or  pure  military  skills  and  it  is 
those  skills  that  would  probably  be  under  paid  if  a pure  General  Schedule 
linkage  is  used.  This  suggests  a probably  theoretical  tradeoff  of  2:1  in 
current  spendable  dollars  vs  bonus  dollars.  That  is,  for  every  dollar 
decrease  in  current  member  disposable  Income,  we  would  probably  have  to 
increase  the  amount  spent  on  bonuses  or  special  and  incentive  pays  by 
SO  cents.  This  is  a very  theoretical  efficiency  estimate  because  bonus 
setting  methodologies  are  not  exact.  But  it  provides  a reasonable  order 
of  magnitude  estimate  of  the  effect  of  varying  the  general  payline. 

7.  The  following  special  pays  adjustments  are  made: 

a.  Leprosy  Pay  and  Glider  Pay  are  eliminated. 

b.  The  present  Certain  Places  Pay  is  replaced  with  a more  meaningful 
Remote  Tour  Pay  authorized  for  repeated  assignments  to  locations  with  tour 
lengths  of  12  months  or  less,  where  no  dependents  are  authorized  fur  any 
military  member  and  where  they  are  both  isolation  and  environmental 
extremes,  reducing  costs  to  DOD  by  90X  in  FY  1979. 

c.  The  present  Sea  Pay  is  replaced  with  a more  meaningful  special 
pay  to  recognize  cumulative  service  on  sea  duty  at  no  substantial 
Increased  cost  to  DOD. 

d.  Diving  Duty  pay  restructured  to  provide  greater  incentives  for 
saturation  divers  and  master  divers.  Divers  are  no  longer  entitled  to  SDA 
pay. 


e.  Optometrist  and  Veterinarian  pays  are  not  renewed. 

8.  Family  Separation  Allowance  I is  based  on  the  new  bachelor  BAQ  rate  at 
by  pay  grade,  and  paid  to  all  members  (with  dependents)  separated. 

9.  FSA  II  is  paid  to  all  members  (with  dependents)  separated. 

10.  The  Dislocation  Allowance  based  on  the  new  BAQ  rates  is  authorized 
single  and  married  rates,  by  pay  grade,  for  all  on  PCS  except  those 
going  from  sea  or  extended  field  duty  to  sea  or  extended  field  duty,  and 
those  on  accession  or  separation  moves. 

1 1.  Overseas  Station  Housing  Allowances  based  on  the  new  BAQ  rates 
by  grade,  reduce  SHA  costs  30'^e. 


12.  The  present  COLA  is  retained.  A COLA  at  60%  of  present  rates  is 
authorized  for  all  unaccompanied  members.  These  CO  LA’s  are  paid  to 
all  members  stationed  at  the  locations  at  which  COLA  is  now  paid. 
Estimated  at  2.  1 times  the  current  program  costs. 

13.  A Variable  Housing  Allowance  is  enacted  and  implemented  in  FY  79 
which  pays  a differential  VHA  at  locations  where  average  military  off 
post  housing  costs  by  grade  are  higher  than  the  overall  CONUS  average 
military  BAQ  by  grade. 

14.  Separation  pays  in  the  RMA  proposal  94-4  are  implemented  in  FY  79 
at  the  estimated  costs  to  DOD  for  FY  1978  contained  in  that  proposal. 

15.  PCS  travel  entitlements  are  extended  to  members  in  all  grades, 

16.  Pay  scales  for  members  of  rc  rve  components  on  duty  for  training 
(reserve  pay  appropriations)  are  set  on  a basis  independent  of  the  new 
basic  pay  scales  at  no  change  in  DOD  FY  78  cost.  Annual  increases 
are  matched  to  increases  in  the  new  Military  Pay  increases. 

17.  Cadet  and  Midshipman  pay  is  set  on  an  independent  scale  at  the 
co&ts  estimated  in  the  DOD  Legislative  Proposal  94-109  for  FY  78. 
Annual  increases  are  matched  to  increases  in  the  new  Military  Pay. 

18.  DOD  FICA  contributions  are  based  on  the  new  basic  pay  rates. 

19.  All  other  pays  denominated  in  basic  pay  (such  as  Reenlistment 
Bonuses)  are  established  on  a new  basis  not  linked  to  basic  pay. 


20.  Military  Pay  increases  occur  annually  at  the  rates  used  in  the 

FY  1978  President's  Budget.  (FY  1978-6. 5Z,  79-6. OX,  80-5.752, 
81-5.252,  82-4.752). 


21.  Annual  increases  in  the  current  pay  and  allowances  system  occur 
at  the  same  rates.  No  increases  are  applied  after  the  1 October  1980 
pay  raise. 

22.  Government  quarters  are  rented  initially  at  local  appraised 
value,  thereafter  at  rates  necessary  to  keep  occupancy  up,  approxi- 
mated by  QRMC  DOD  cost  recovery  valuations. 

23.  Mandatory  occupants  of  government  quarters  are  charged  rent 
at  90%  of  full  rental  rate,  as  a visible  protection  against  manipulation 
of  "mandatory"  requirements  so  as  to  force  full  occu]>ancy  and  maxi- 
mise post  rent  income  levels. 
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24.  No  quarters  charge  is  made  to  members  on  sea  duty  or  extended  ? 

field  duty,  or  to  those  at  isolated  posts  eligible  for  Remote  Tour  ’ 

Pay. 

25.  Members  assigned  to  bachelor  quarters  who  are  ordered  TDY 
retain  their  assigned  quarters  and  continue  to  pay  rent  at  the  pre- 
scribed rate.  Quarters  charge  is  made  to  members  in  bachelor 
quarters  on  TDY  only  when  full  per  diem  rates  are  paid. 

26.  Members  assigned  to  bachelor  quarters  who  are  hospitalized 

retain  their  assigned  quarters  and  continue  to  pay  rent  at  the  pre-  I 

scribed  rate.  No  quarters  charge  is  made  to  members  hospitalized.  • 

■'  i 

27.  Members  assigned  to  bachelor  quarters  who  are  required  to  vacate 
them  for  TDY  or  hospitalization  are  entitled  to  a DLA. 

28.  Cadets  and  midshipmen  at  the  service  academies  are  on  mandatory 
quarters  occupancy.  No  quarters  rent  is  charged  because  Cadet  Pay 
is  set  to  reflect  receipt  of  quarters  in  kind. 

29.  To  estimate  the  probable  level  of  mandatory  quarters  occupancy,  it 
is  assumed  that  the  current  level  of  bachelor  quarters  occupants  E-1 
through  E-4  and  0-1  through  0-2  are  required  to  occupy  government 
quarters  for  military  training  and  readiness  purposes.  Ten  percent  of 
the  current  level  of  all  other  members  currently  in  government  bachelor 
and  family  quarters  are  required  to  occupy  them  for  military  training 
and  readiness  purposes.  Balance  of  current  quarters  occupancy  levels 

are  maintained  on  a voluntary  basis.  These  are  assumptions  not  -■ 

policy  proposals. 

30.  Officers  on  sea  duty  subsist  in  closed  messes.  Enlisted  members 
on  sea  duty,  members  on  field  duty,  and  those  required  to  subsist  in 

a government  mess  for  operational  or  duty  status  reasons,  or  when 
no  alternative  source  of  meals  is  available,  are  charged  the  govern- 
ment raw  food  cost  rounded  to  the  nearest  five  cents  (currently 
$2.73  for  a full  day's  ration)^* 


31.  Members  subsisting  in  a government  mess  at  their  own  choice-- 
when  a real  alternative  is  available  to  them--are  charged  at  the  BLS 
average  food  cost  (currently  $3.71  for  a full  day's  ration)  to  dis- 
tinguish portion  of  food  delivery  system  for  this  service  as  distinct 
from  contingency  requirements. 

32.  Cadets  and  midshipmen  at  the  service  academies  are  on  mandatory 
subsistence  in  kind.  No  subsistence  charge  is  made  because  Cadet 
Pay  is  set  to  reflect  receipt  of  subsistence  in  kind. 
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33.  To  estimate  the  probable  level  of  mandatory  government  mess 
usage  it  is  assumed  that  the  current  level  of  enlisted  members  on 
sea  duty,  the  current  level  of  enlisted  members  not  authorized  BAS, 
less  the  "voluntary  absentee"  rates  plus  25%  of  the  level  of  mandatory 
officer  quarters  occupancy  are  required  to  subsist  In  government 
messes  for  operational  or  duty  status  reasons  or  because  alternative 
sources  are  not  available. 

34.  Ten  percent  of  the  force  uses  government  mess  at  own  option. 


Conversion  Assumptions 

35.  All  non-prior  service  and  broken  service  accessions  beginning 
October  1,  1978  are  paid  at  new  pay  and  allowances  rates. 

36.  All  current  members  are  paid  at  the  new  BAS  rate  beginning 
October  1 , 1978. 

37.  Officers  and  warrant  officers  in  a saved  pay  status  from  previous 
warrant  or  enlisted  duty  who  convert  to  the  new  basic  pay  and  BAQ 
are  entitled  to  saved  pay  based  on  equivalent  warrant  or  enlisted  new 
basic  pay  rates  at  the  time  of  conversion. 

38.  Retired  members  on  active  duty  retain  the  previous  basis  of 
retired  pay,  CPI  adjusted  forward  to  date  of  reentry  into  retired 
status. 


39.  All  first  term  reenllstments  and  all  reserve  officer  Integrations 
Into  the  regular  components  beginning  1 October  1979  are  paid  at  the 
new  basic  pay  rate  and  BAQ  rate. 

40.  If  cash  pay  under  the  new  system  after  the  raise  exceeds  cash  pay 
under  the  old  system  before  the  raise.  Involuntarily  convert  to  new 
system  on  1 October  1979. 

41.  All  ether  personnel  may  choose  to  convert  to  the  new  basic  pay 
rate. 

42.  In  the  old  pay  and  allowances  system  reallocate  2SZ  of  pay  raises 
in  FY  1977  and  1978.  No  further  bachelor  rebates. 
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Supplementary  Assumptions 


43.  All  bachelors  on  sea  duty  choose  to  convert  immediately. 

44.  All  bachelors  in  quarters  choose  to  convert  by  end  of  FY  1978. 

45.  Half  of  those  in  family  quarters  convert  in  FY  1980  remainder 
in  FY  1981. 

46.  Rental  rates  and  subsistence  charge  rates  all  increase  at  same 
rate  as  Military  Pay  increases. 

47.  VHA  and  SHA  rates  increase  at  same  rate  as  Military  Pay  increases. 
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SYSTEM  COSTS 

GENERAL  SCHEDULE  WHOLE  GRADE  LINKAGE  STANDARD 


The  cash  pay  and  RMC  aspects  of  the  modernized  taxable  pays  and 
allowances  system  can  be  readily  compared  with  the  current  system.  To 
assess  total  compensation  system  costs  in  relation  to  the  current  pays 
and  allowances  system  an  Implementation  plan  was  developed » based  on 
decisions  where  they  have  been  taken  and  QRMC  recommendations  where 
they  have  not.  The  Implementation  plan  is  shown  at  Tab  G.  Some  allow- 
ance elements  cannot  be  readily  costed  because  of  lack  of  data.  In  these 
cases  a reasonable,  but  arbitrary,  estimate  Is  used.  System  cost  details 
are  shown  so  that  the  relative  costs  and  cost  tradeoffs  can  be  assessed.  1 


The  cost  estimates  in  Tab  H are  based  on  the  President's  FY  77  budget 
submission  and  therefore  contain  October  1975  military  pay  scales.  Pre- 
viously published  QRMC  Staff  Research  Papers  showing  total  military 
compensation  displays  were  basad  on  FY  76  budget  costs  and  October  197A 
military  pay  scales.  In  addition,  the  Research  Papers  on  military  fringe 
benefit  valuation  also  used  FY  76  budget  data.  The  FY  76  budget  data  was 
used  because  It  was  the  most  current  at  the  time  the  papers  were  written. 
This  Staff  Research  Paper  and  the  others  contained  in  Volume  X,  which 
deal  with  structural  changes  to  the  nilltary  compensation  system,  were 
begun  subsequent  to  the  military  pay  raises  which  occurred  in  October  1975. 
Since  it  was  necessary  to  use  the  most  current  pay  scales  in  examining 
changes  to  the  military  compensation  system,  the  October  1975  pay  scales 
were  used  in  these  Staff  Research  Papers. 
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TAB  H 


comparative  system  COSTg_ 

($  Million) 


t Popular  Mili»*^y  Compensation 


Basic  Pay 
Cash  6AQ 
Cash  BAS 


(Tax  Advantage) 
(Subtotal 


Less : 


Collections  for  quarters 
Collections  for  subsistence 


Add: 


Adjustments  to  collections 
Mandtf or  y Qti  Oc  cupanc  y 
Short  tour  a»e«s 
Afloat 

EM  not  eating  in  mess 


Cash  before  taxes 


Less: 


Federal  Income  Tax 
FICA 


Cash  after  taxes 
DOD  FICA  Contribution 


Tctsl  DOD  Budget  Costs 
DOD  RMC  Costs/Savings 


Total  Government  Costs 


Current 


3.285.1 


1,844.4 


(1.270.4) 
21.183. 9_ 


1,531.6 


729.2 


-0- 


-0- 


-0- 


-0- 


-0- 


18.923.1 

2.393.2 


1,491.0 


902.2 


16.529.9 

902.2 


-0- 


Taxable 

(Tentative,  Costs) 


■3  4. 822..^ 

5.110.7 


2,822.5 


?2.760Jl- 


1,375.4 

1,061. IT 


506.3 


152.4 


8.0 


47.8 


298.1 


20,830.7 


3,701.  1 


2,881.8 


819.3, 


1?.129.6_ 

819^ 


21,650.0 


1.824.7, 


433.9 
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COMFARATIVe  SYSTEM  COSTS 


($  Million) 


IL  Special  Pays,  Total 

(a)  Aviation  Career  Incentive  Pay 

(b)  Continuation  Pay,  Nuclear  Officer 

(c)  Physicians  and  Dentists  Pay 

(d)  Veterinarian  and  Optometrisi  Pay 

(e)  Medical  Officers  Var.  Inc.  Pay 

(f)  Continuation  Pay,  Phys.fii  Dent. 

(g)  Responsibility  Pay 

(h)  Sea  Pay 

(i)  Certain  Places  Pay 

(j)  Diving  Duty  Pay 

(k)  Enlistment  Bonus 


(1)  Reenlistment  Bonus 

(including  Nuclear  Reenlistm«nt 
bonus) 


(m)  Proficiency  Pay 


m.  Incentive  Pay,  Hasardous  Duty, 
To  tel 


(a)  Flying  Duty  Pay,  Total 
Crew  Member,  Enlisted 
Non>crew  Member 


(b)  Submarine  Duty  Pay 
(r)  Parachute  Jumping  Pay 
(d)  Demolition  Pay 


Current 


733.3 


192.6 


1.7 


A7..Q. 


1.5 


66.4 


17.8 


-0- 


28.4 


32.3 


3.6 


28.5 


275.0 


38.5 


79.5 


30.6 


25.4 


5.2 


25.4 


21.1 


2.4 


Taxable 


(Tentative  Costs) 
827.5 


173.4 


1.6 


42.3 


-0- 


59.8 


16.1 


-0- 


28.4 


3.2 


7.0 


30.0 


429.2 


36.5 


79.5 


30.6 


25.4 


5.2 


25.4 


21.1 


2.4 
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rnMPARATlVE  SYSTEM  »COSTS 


($  Million) 

Current 

Taxable 

(Tentative  Costs) 

IV.  Retirement  Pay  Cost  Accrual 

4,570.0 

3.626.9 

V.  Health  Care(oatient  care)  Syatem 

3,889.9 

3.889.9 

VL  Reirnbursements 

1,901.1 

2,237.2 

Station  Allowances  Overseas,  Total 
(1)  Cost  of  Living 

194.9 

237.6 

72.2 

151.7 

(2)  Housing 

90.3 

63.2 

(3)  Temporary  Lodging 
Family  Separation  Allowance,  ToUl 

32.4 

22.7 

37.2 

40.4 

(1)  On  PCS,  no  government  qtrs. 

(2)  On  PCS,  dependents  not  author. 

3.1 

8.3 

17.2 

17.2 

* 

(3)  AH  oat 

(4)  On  TOY 
PCS  Travel  Costs 
Variable  Housing  Allowance 

VIL  Terminal  Leave  Pay 

8.6 

8.6 

6.3 

6.3 

1.669.0 

1.879.1  _ 

-0- 

80.1 

285.7 

736.7 

vni.  Severance  Pays.  Total 

65.8 

76.0 

(includes  Lump  Sum  Readjustment 
pay.  Disability  Severance  Pay.  and 
Non-Promotion  Severance  Pay) 

DC.  Reserve  Basic  Pays 

1,335.  ^ 

1,335.2 

X.  Cadet  and  Midshipman  Pay 

65.9 

61.1 

TOTAL  SYSTEM  COSTS  (Recurringl 

32,751.7 

34,020.0 

TOTAL  SYSTEM  COSTS  (Conversion) 

-0- 

311.4 

H-4 
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TOTAL  MILITARY  COMPENSATION 
ASSESSMBfrr  METHODS 

A Staff  Research  Paper 
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Of  Military  Compentation 
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22  Dec  1976 
Rev.  20  Jan  1977 

QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 
STAFF  RESEARCH  PAPER 

TOTAL  MILITARY  COMPENSATION  j^SESSPIENT  METHODS 

I.  Purpose.  To  present  a methodology  for  comparing  military  and  Civil 
Service  pay  and  benefits.  Comparable  pay»  the  first  level  of  comparability, 
is  set  based  on  established  work  level  linkages  at  selected  enlisted  and 
officer  grades.  Military  Equivalent  of  Salary  (MES)  paylines  are  drawn 
based  on  work  level  linkages  to  establish  conqiarable  pay.  The  methodology 

is  Illustrated  in  separate  staff  studies  in  the  modernised  pay  and  allowances 
system.  Comparable  benefits,  the  second  level  of  comparability  is  set  on 
an  aggregate  comparison  methodology. 

II.  Compensation  Trends  and  Design.  Compensation  trends  in  the  benefits 
area  are  eapeclally  Important  because  that  area  in  the  private  sector  is  so 
dynamic.  Upward  trends  in  the  private  sector  are  indicated  by  compensation 
statistics.  The  Chamber  of  Commerce  does  a survey  of  761  companies  of  which 
152  have  been  reporting  fringe  benefit  data  since  1933.  They  indicate  that 
benefit  payments  have  risen  from  22,7%  of  payroll  in  1933  to  40.31  by  1973. 

The  full  significance  of  that  Increase  can't  be  Judged  on  the  basis  of  those 
percentages  because  salaries  and  wages  are  growing  rapidly  too.  In  terms  of 
cents  per  payroll  hour,  benefit  costs  increased  from  46.7  cents  in  1933  to 
230.9  cents  in  1975  — a 394  percent  increase  in  20  years.  ^ Because  of  these 
trends  a decision  to  simply  "hold  the  line"  on  military  benefits  without  assessing 
their  relationship  to  civilian  sector  benefits  could  ultimately  result  in  an 
inability  to  attract  and  retain  the  right  numbers  and  quality  of  people. 

1 "Employee  Benefits  1973",  the  Chamber  of  Commerce  of  the  United  States  of 
America,  1976,  p.  27. 
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While  the  expansion  of  benefits  continues,  indications  are  that 
employers  in  both  the  public  and  private  sectors  are  beginning  to  take 
a closer  look  at  benefit  costs,  especially  health  care  and  retirement 
programs.  Much  publicity  has  occurred  during  the  past  year  over  public 
employee  retirement  costs  at  all  levels  of  government,  A growing  number 
of  state  governments  are  initiating  or  considering  action  to  withdraw  from  the 
Federal  Focial  Security  program.  The  financial  crisis  in  New  York  best 

- ! 1 

demonstrates  the  general  concern  to  control  personnel  costs.  Increases 
in  health  care  costs  have  also  brought  this  i.iaportant  benefit  under  study. 

One  of  the  points  of  discussion  in  recent  contract  negotiations  in  the 
apto  industry  was  employee  contributions  to  health  care.  The  result  of 
efforts  to  curtail  growth  of  benefits  is  dependent  on  the  reaction  of 
organized  employees,  employer  resolve,  and  the  market  place  at  large. 


Efforts  to  contain  personnel  costs  are  also  evident  within  the 

Federal  government.  The  Defense  Manpower  Commission  concluded  that  total 

compensatio,:  should  be  considered  in  adjusting  pays.^  The  President's 

Panel  on  Federal  Compensation  also  concluded  that  the  principle  of  com- 

2 

parability  should  be  extended  to  Include  benefits  as  well  as  pay.  In 
the  past  few  years  DoD  has  proposed  and  in  many  cases  implemented 
numerous  manpower  cost  saving  Initiatives.  Interestingly,  while  high 
level  management  has  been  making  efforts  to  contain  manpower  costs,  military 
personnel  have  made  a major  outcry  about  erosion  of  benefits. 

1 Report  to  the  President  and  the  Congress  of  the  Defense  Manpower  Commission 
on,  "Defense  Manpower:  the  Keystone  of  National  Security",  April  1976.  p. 
312  and  346. 

2 Report  to  the  President  of  the  President's  Panel  on  Federal  Compensation, 
December  1975.  p.  xi. 
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Thus,  r.lu'  mnkeup  of  the  total  compensation  package  requires  attention, 
Employee  groups  In  the  private  sector  are  bargaining  for  larger,  more 
attract Lve  benefit  programs  while  employers  are  scrutinizing  costs  with 
increased  awareness.  Private  sector  trends  seem  to  be  that  benefits, 
measured  as  a percent  of  payroll  dollars,  will  continue  to  grow.  The 
manpower  management  implications  are  tliat  efforts  to  contain  or  curtail 
military  benefits  will  be  met  with  severe  member  reaction  unless  such 
actions  are  carefully  considered  and  communicated  effectively  to  the  military 
force . 


This  paper  will  make  illustrative  fringe  benefit  comparisons  with  the 
Federal  Civil  Service  (CS)  compensation  system.  However,  no  implication 
should  be  drawn  that  the  makeup  of  the  benefit  packages  should  be  Identical 
or  that  pays  should  be  administered  in  the  same  way.  On  the  contrary,  com- 
pensation packages  must  clearly  be  tailored  to  meet  the  management  and  per- 
sonnel needs  of  the  individual  force,  A recent  book  on  compensation  makes 
this  point: 

Many  companies  must  now  regret  having  allowed  their  benefits 
programs  to  grow  without  clear  purpose  or  design.  Individual 
plans  were  often  adopted  on  the  basis  of  what  the  competitors 
had  done  rather  than  on  the  overall  needs  of  the  organization 
and  its  employees.  Frequently  the  results  were  a hodge-podge 
of  inappropriate,  overlapping,  inadequate,  and  execessive 
forms  of  coverage.  Management  which  had  learned  the  Importance 
of  setting  objectives,  planning,  and  integrating  activities  in 
the  research,  manufacturing,  and  marketing  functions  failed  to 
apply  the  same  techniques  to  the  employee-benefits  program. ^ 


1 Robert  M.  McCaffery.,  Managing  the  Employee  Benefits  Program.  American 
Management  Association,  Inc.,  1972. 
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Military  service  has  no  true  parallel  in  the  private  sector.  The 
compensation  system  — including  benefits  — must  be  responsive  to  that 
difference.  For  example  the  Civil  Service  health  care  benefit  is  purchased 
on  a group  plan  basis  from  commercial  providers,  with  a relatively  small 
though  significant  direct  care  benefit.  The  military  health  care  benefit 
on  the  other  hand  is  largely  provided  from  in-house  capability  because  that 
capability  must  exist  anyway,  and  because  a large  portion  of  the  force  is 
stationed  overseas  and  at  sea.  The  military  leave  system  is  also  quite 
different  from  the  CS  leave  program  in  that  it  is  more  liberal  for  junior 
meabers  and  it  charges  continuously  for  leave  rather  than  just  for  "normal 
?rl<-'  iek"  time  off.  The  system  is  compatible  with  operational  requirements. 
The  military  retirement  system  is  specifically  designed  to  support  the 
person'  el  objective  of  a youthful  military  force  and  is,  therefore,  con- 
siderably different  from  most  civilian  old  age  pension  systems.  DoD  has 
proposed  a change  to  the  retirement  plan,  the  Retirement  Modernization 
Act  (RMA),  to  more  effectively  and  equitably  meet  this  objective. 

III.  Total  Compensation  Comparison  Methodology.  Benefit  comparisons  are 
Habited  by  the  reliability  and  accuracy  of  cost  and  value  estimates.  They 
are  further  limited  by  the  degree  to  which  the  objectives  of  the  two  manpower 
systems  differ.  Comparisons  of  Civil  Service  salary  and  military  equivalents 
of  salary  (MES)  levels  can  be  made  with  a reasonable  degree  of  precision,  and 
even  on  a pay  grade  and  length  of  service  basis  If  necessary.  Benefit  esti- 
mating methodologies,  on  the  other  hand,  are  not  precise  nor  can  the  Incidence 
C'f  the  benefit  upon  individual  employees  or  members  be  determined  accurately. 
These  methodologies  are  especially  difficult  for  deferred  benefits  because 

4 


the  time  value  of  money  must  be  Incorporated,  future  benefit  levels  must  be 
predicted,  and  a whole  series  of  contingent  probabilities  must  be  modeled. 

The  p’-lvate  sector  largely  uses  actuarial  normal  cost  methodologies  to 
estimate  the  cost  of  deferred  benefits.  The  Civil  Service  Commission  cur- 
rently makes  these  estimates  through  Entry  Age  Normal  methods,  and  the  DoD 
has  developed  the  capability  to  do  so.  These  methods,  as  described  In  the 
Military  Estate  Benefits  paper, ^ represent  the  current  "state  of  the  art". 

The  accuracy  with  which  each  population  can  be  modeled  impacts  on  the  confl-  ^ 

dence  one  car.  place  on  results.  Accession,  career  progression,  attrition 
and  retirement  practices  differ  dramatically  In  the  two  systems,  reducing 
the  symmetry  of  otherwise  symmetrical  estimates. 2 

The  net  result  of  these  considerations  is  that  valuations  of  salary- 
like elements  of  compensation  have  reasonable  individual  or  pay  grade  pre- 
cision; but  valuations  of  fringe  benefits  have  validity  for  the  group  at 
large  only.  Therefore,  to  make  total  compensation  comparisons  a two-level 
comparison  approach  is  necessary. 

The  first  level  of  comparison  is  pay — the  basic  salary  or  wage  rate 
for  the  job.  If  pay  is  not  competitive.  It  Is  highly  likely  that  manpower 
needs  will  not  be  met.  Competitive  pay  is  3 necessary  condition.  It  is 
the  entitlement  the  employee  or  member  receives  Immediately;  It  satisfies 
near  term  needs;  and  it  Is  easy  for  him  to  estimate.  . Wtien  people  are  asked 
what  they  maka,  they  think  In  terms  of  pay  per  hour,  the  weekly  pay  check 
or  their  salary.  Pay  is  an  Important  determinant  of  both  attraction  and 
retention  but  probably  the  dominant  factor  for  attraction  of  new  employees 
or  members. 

1 

QRMC  Staff  Research  Paper,  "Military  Estate  Benefits",  18  October  lb76.  Tab  H. 

2 

The  effect  of  surges  In  force  size  to  meet  national  military’  requirements,  and 
of  uncontrollable  changes  In  benefit  components  such  as  the  Social  Security 
offset  in  the  RMA  proposal  is  also  Illustrated  by  dlscusslon.s  In  tb.c  QRMC  Staff 
.Research  Papers,  "Military  Retirement  Outlays",  2 April  1976  and  "Social 
Security  Integration  with  the  Military  Retirement  System",  2 April  1976. 
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This  then  constitutes  the  first  level  of  comparability.  It  Is  satisfied 

by  establishing  comparable  salaries  based  upon  work  level  relationships 

between  specific  grades  In  the  systems  being  compared.  Methods  of 

achieving  first  level  comparability  under  a salary  system  and  modernized 

pays  and  allowances  systems  are  discussed  In  separate  staff  research 
1 

papers. 

The  second  level  of  compensation  comparison  Is  fringe  benefits. 

While  the  specific  values  of  a benefits  program  are  probably  not  of  primary 
concern  to  a prospective  or  new  employee  entering  a large  structured  per- 
sonnel organization  for  semi-skilled  or  skilled  work,  the  presence  of  the 
common  elements  of  a benefit  package  are  an  essential  accompani- 
ment to  a competitive  wage  for  that  wage  to  be  effective.  Benefits  are  not 
usually  received  Immediately  or  are  experienced  Intermittently;  they  usually 

satisfy  long  term  needs;  and  their  value  to  the  Individual  may  vary  between 
2 

members.  These  characteristics  may  sound  undesirable  but  their  nature  Is 
not  unlike  the  type  of  protection  provided  by  Insurance  programs;  the  fea- 
ture of  pooled  risk  to  avert  major  crises  nakes  the  program  attractive  to 
the  group.  QRMC  Staff  research  has  shown  that  generally  speaking,  military 
personnel  tend  to  place  a higher  value  on  In  kind  and  deferred  or  contingent 
benefits  than  the  DoD  cost  of  providing  them.^ 

^See  "Modernized  Pay  and  Allowances  System"," Modernized  Taxable  Pay  and 
Allowances  System",  and  "A  Salary  System  of  Military  Pay". 

^For  a discussion  of  allocation  methodologies  for  medical  and  retirement 
benefits  sec  Tab  C.  Also  see  QKMC  Staff  Research  Papers,  "Allocation  of 
Deferred  Supplemental  Benefits",  19  November  1975,  and  "Military  Estate 
Benefits",  18  October  1976. 
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IV.  Illustrative  Comparisons  of  Fringe  Benefits. 

A.  General:  Benefit  levels  between  the  military  and  Civil 

Service  compensation  systems  are  compared.  Two  major  sets  of 
comparisons  are  developed  to  show  the  effects  of  compensation 
changes.  The  first  comparison  represents  the  compensation 
system  as  it  existed  in  FY  1976.  Valuations  are  derived  from  the 
total  compensation  comparison  developed  by  the  QRMC  Staff  from 


^ 
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f 
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the  staff  research  papers  on  compensation  entitlements.  The 
comparison  paper  is  attached  at  Tab  A for  easy  reference.  The 
second  set  of  comparisons  represents  the  modernized  pay  and 
allowances  system  proposal  of  the  QRMC.  Abbreviated  total 
compensation  displays  are  at  Tab  B.  The  comparisons  involve 
these  considerations: 

• The  major  benefits  to  be  included  in  the  comparisons  are  military 
estate  benefits;  medical  care;  life  insurance',  annual  leave;  holidays',  and 
medical  absence. 

• Regarding  military  estate  benefits,  the  "entry  age"  norma]  cost 
valuation  method  was  chosen  to  achieve  reasonable  symmetry  with  tl>e  Civil 
Service  benefit,  which  is  a system  partially  funded  on  the  "entry  age" 
normal  basis.  This  method  attributes  values  to  Indlvldu-’ls  on  an  equal 
percentage  of  pay  over  the  whole  force.  Other  methods  such  as  the  "unit 
credit"  normal  cost  method  attribute  values  to  Individuals  with  somewliat 
greater  weighting  of  the  probability  of  going  to  retirement.  Tlie  use  of  such 
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methods  is  attractive  in  personnel  systems  managed  on  an  "up-or-out"  basis 

like  the  military.  The  choice  has  great  significance  in  achieving  member 

credibility  and  in  implementing  the  DoD  proposal  to  go  to  accrual  budgeting 

1 

for  all  federal  retirement  programs. 

• Regarding  medical  care,  considerable  difficulty  was 

experienced  in  determining  what  portion  of  patient  care  should  be 
included  in  the  comparison.  A compromise  position  was  to  include 
the  low  end  of  a range  of  estimates,  using  Health  Maintenance 
Organization  (HMO)  premiums  for  providing  similar  health  care 
based  on  military  patient  care  costs.  Medical  compensation  costs 
or  values  above  this  amount  were  to  be  included  as  an  institutional 

benefit  whose  purpose  is  described  below. 

• A military  factor  of  two  types  exists  and  should  be  explicitly 

recognized  in  the  compensation  system  but  outside  the  total  compensation 
comparison  base.  The  first  type  is  a general  military  liability  experienced 
by  all  in  varying  degrees  and  is  to  oe  rewarded  by  the  continuation  at 
current  levels  of  the  military  institutional  benefits  --  commissaries, 
exchanges,  the  medical  care  value  in  excess  of  the  compensation  value 
included  in  the  comparison  base  and  possibly  some  nonappropriated  fund 
recreation  activities.  The  second  type  of  milita*'/  factor  impacts  on 
specific  groups  and  is  compensated  by  a system  of  special  and  incentive 
pays. 


See  Tab  C and  the  QRMC  Staff  Research  Paper, 
18  October  1976. 


"Military  Estate  Benefits", 
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• The  modernized  military  pays  and  allowances  system  is  adopted. 

Basic  pay  is  the  main  reward  for  work  or  duty  performed^  quarters  and 
subsistence  allowances  will  be  nontaxable  and  set  to  defray  average  off 
post  expenditures  in  each  military  grade  for  shelter  and  food.  The  result 
will  be  comparability  but  not  exact  parity  between  regular  military  compen- 
sation (RMC)  and  Civil  Service  basic  salary. 

• The  comparability  standard  adopted  is  the  standard  based  on 

General  Schedule  grades  nearest  the  selected  military  linkage  grades  of 
E-3,  E-7,  0-2  and  0-5. 

• The  Uniformed  Services  Retirement  Modernization  Act  (RMA) 
is  enacted. 

B.  Appropriate  Measures  for  Fringe  Benefit  Comparison;  A review  of 
compensation  publications  dealing  with  fringe  benefit  measurement  indicates 
that  fringe  benefit  cents  per  payroll^  dollar  (percent  of  payroll)  is  the 
most  common  method  for  measurement.  Two  ratios  are  most  cotanonly  used  in 


the  private  sector: 

I - Total  Benefits:  Total  Salary 

II  - Total  Benefits:  Salary  less  absence  time. 

We  have  added  a third  ratio: 

III  - Benefits  less  absence  time:  Total  Salary,  which  is  the 

reverse  of  II  and  evaluates  only  those  benefits  uutside 
of  salary. 

1 The  terns  pay  and  payroll  are  used  in  a generic  sense  to  mean  salary- 
like  items.  Salary  refers  to  an  hourly,  monthly,  or  annual  base  salary 
or  wage  rate;  it  does  not  Include  premium  pays  such  as  overtime  pay, 
uncommon  tours  of  duty  differential,  holiday  pay,  etc.  This  is  consistent 
with  our  understanding  of  how  the  CS  is  approaching  total  compensation 
setting.  Fringe  benefits  refer  to  retirement  and  survivor  benefits, 

health  care,  life  Insurance,  and  absences  (annual  leave,  holidays,  and 
medical  absence).  Absences  are  unique  in  that  they  are  both  fringe 
benefits  and  part  of  the  salary  rate. 
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When  these  three  ratios  are  applied  to  military  compensation.  Military 
Equivalent  of  Salary  (MES)  plus  the  salary-llke  types  of  special  and 
Incentive  pays  such  as  Aviation  Career  Incentive  Pay,  Enlistment  Bonuses, 
and  Reenllstment  Bonuses  are  used  as  the  equivalent  of  civilian  basic  salary. 
These  pays  are  included  in  salary  comparisons  because  they  are 
normally  a part  of  the  basic  salary  scale  In  private  sector  and  CS  employ- 
ment.^ Some,  however,  will  wish  to  use  MES  — synonomous  with  Regular 
Military  Compensation  — as  salary  for  purposes  of  these  comparisons 
because  It  Is  common  to  all  meobers,  while  the  special  salary  payments  are 
unique  to  subsets  of  the  military  population.  Both  approaches  are  illustrated 
here  so  the  three  ratios  just  defined  are  expanded  to  six  for  measuring 
military  fringe  benefits.  They  are; 


lA  - 

Total  Benefits: 

Total  Salary 

IB  - 

Total  Benefits: 

MES 

IIA  - 

Total  Benefits: 

Total  Salary  less  absences 

IIB  - 

Total  Benefits: 

MES  less  absences 

IIIA  - 

Benefits  less  absences: 

Total  Salary 

IIIB  - 

Benefits  less  absences: 

MES 

These  ratios  are  diagrammed  in  Figure  1 to  clarify  their  relatiunships. 

Ratios  lA  and  IB  are  t«tal  benefits  to  total  pay  - They  can  be  criticiaed 

because  absences  are  double  counted.  The  overlap  does  exist  since  the 

absence  benefit  is,  in  fact,  part  of  salary  or  MFS,  but  these  ratios  are 

commonly  used  in  compensation  publications  to  measure  benefit  levels. 

1 Staff  paper  on  Total  Compensation  Comparisons,  included  in  this  paper 
as  Tab  A. 
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Ratios  IIA  and  IIB,  total  benefits  to  pay  less  absences,  are  also 
used  in  compensation  publications  to  measuie  benefit  levels,  but  to  a 
lesser  extent  than  ratios  lA  and  IB.  In  theie  Instances,  absences  are 
not  double  counted.  Neither  set  of  ratios.  Is  or  II*s,  have  any  notable 
advantages  over  the  other. 

Ratios  IIIA  and  IIIB,  Benefits  less  absences  to  total  pay,  are  not 
connonly  used.  Their  value  is  that  they  measure  only  the  fringe  benefits 
which  are  outside  of  salary  or  MES.  They  are  also  the  reverse  of  ratios 
IIA  and  IIB. 


Other  ratios  might  be  developed,  but  no  further  purpose  would  be 
served  to  do  so  in  this  analysis. 


C.  Comparison  of  Current  Fringe  Benefit  Packages!  Values  for 
benefits  as  a proportion  of  pay  are: 

Table  1 


Fringe  Benefit  Cents  Per  Payroll  Dollar; 


Type. 

of  Ratio 

CS 

Mill 

lA 

Benefits 

to 

Total  Salary 

41 

44 

IB 

Benefits 

to 

MES 

41 

45 

IIA 

Benefits 

to 

Salary  Less  Absence 

49 

43 

IIB 

Benefits 

to 

MES  Less  Absence 

49 

50 

IIIA 

Benefits 

Less  Absence  to  Salary 

25 

34 

IIIB 

Benefits 

Less  Absence  to  MES 

25 

35 

12 
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The  first  pair  of  ratios  indicates  that  in  the  current  pay  and 
allowances  system  the  military  benefit  package  is  a little  "too  generous". 

The  second  pair  compares  benefits  to  pay  for  "time  worked".  On  this 
basis,  the  military  benefit  package  looks  "about  right". 

The  last  pair  suggests  that  if  absences  were  abolished  or  prohibited 
in  both  systems  the  military  benefit  package  would  then  be  better  than  the 
CS  package. 

The  second  and  third  pair  of  ratios  indicate  that  at  today's  levels 
of  military  leave  usage,  the  military  leave  benefit  is  not  as  valuable  as 
the  CS  leave  benefit. 

D.  Comparison  of  Revised  Fringe  Benefit  Packages;  Changes  in  the 
compensation  system  can  significantly  alter  the  compensation  mix.  In  the 

CS  compensation  system,  the  elimination  of  the  1%  kicker  from  the  CPI 
adjustment  process  has  resulted  in  a decrease  in  the  normal  cost  of  the  reti 
ment  benefit.  For  the  military  compensation  system,  elimination  of  the  1% 
kicker  has  also  reduced  the  normal  cost  of  the  retiretnent  benefit.  The 
Modernized  Pays  and  Allowances  System  proposed  by  the  QRMC  bases 
quarters  and  subsistence  allowances  on  the  c»>sts  of  thus-  items  to  military 


1 3 


personnel,  and  uses  work  level  linkages  with  General  Schedule  grades  for 
a conq>arability  standard.  Under  that  system  basic  pay  levels  are  lower; 
quarters  and  subsistence  allowances  are  higher;  and  the  normal  cost  of 


retired  pay  decreases  significantly  because  of  the  proposed  retirement 


modernization  coupled  with  lower  basic  pay  levels.  The  aggregate 
compensation  value  of  pay  and  benefits  with  these  changes  in  the 


Civil  Service  and 


military  compensation  systems  are  shown  in  Tab  B. 


1 


1 The  figures  for  both  the  CS  and  military  in  Tab  B are  based  on  more 
current  pay  scales  than  those  in  Tab  A.  The  QRMC  Staff  Research  Papers 
on  fringe  benefits,  which  estimated  compensation  values  and  are  described 
in  detail  in  Tab  A,  were  prepared  using  FY76  data  which  was  the  most 
current  at  that  time.  This  FY76  data  contained  the  military  pay  scales 
of  October  1974.  The  Staff  Research  Papers  which  studied  structural 
changes  to  the  military  compensation  system  were  done  subsequent  to  the 
military  pay  raises  which  occurred  in  October  1975.  Since  it  was 
necessary  to  use  the  most  current  pay  scales  in  examining  changes  to 
the  military  compensation  system,  the  October  1975  military  pay  scales 
were  used  in  these  Staff  Research  Papers.  Therefore,  the  figures  in 
Tab  B are  not  directly  comparable  to  those  in  Tab  A. 
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Table  2 

Fringe  Benefit  Cents  Per  Payroll  Dollar; 


Type 

of  Ratio 

Military 

lA 

Benefits 

to  Total  Salary 

36 

34 

IB 

Benefits 

to  MES 

36 

35 

IIA 

Benefits 

to  Salary  Less  Absence 

43 

37 

IIB 

Benefits 

to  MES  Less  Absence 

43 

38 

IIIA 

Benefits 

Less  Absence  to  Salary 

21 

24 

IIIB 

Benefits 

Less  Absence  to  MES 

21 

25 

On  the  basis  of  the  first  two  pairs  of  ratios,  the  military  benefit 
package  in  the  modernized  pays  and  allowances  system  will  be  slightly 
less  than  the  Civil  Service  benefit  package.  However,  one  other  aspect 
of  this  comparison  requires  discussion.  A change  in  the  size  of  the  "pay- 
roll" in  relation  to  benefits  can  change  these  ratios  significantly.  This 
is  important  because  the  MES  levels  in  the  modernized  pays  and  allowances 
system  are  at  comparability  with,  but  not  identical  to,  CS  salary.  For 
example,  aggregate  comparable  MES  is  $23,462.5  million  (Tab  B) . Had 
MES  levels  been  set  to  be  strictly  equal  to  CS  salaries  at  the  linkage 
grades,  aggregate  MES  would  he  $21,769.2  million.^  The  comparison  rates 
would  then  be  as  follows: 

i The  QRMC  Staff  Research  Papers  on  Variable  Housing  Allowance,  The 
Military  Factor,  and  Modernized  Pays  and  Allowances  System 
demonstrated  that  military  personnel  spend  more  for  housing  than  do 
their  civilian  counter-parts  thus  requiring  higher  MES  levels  to  be 
comparable.  The  fact  that  MES  levels  should  be  higher  than  CS  salaries 
to  account  for  housing  costs  ma*  not  justify  higher  fringe  benefit 
levels.  The  use  of  a VHA  could  avert  this  effect  in  this  system 
t.  f setting  benefit  levels  in  a total  compensation  comparability  process. 
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Table  3 


Fringe  Benefit  Cents  Per  Payroll  Dollar: 


Type 

Ratio 

CS 

Mil: 

lA 

Benefits 

to 

Total  Salary 

36c 

36c 

IB 

Benefits 

to 

MES 

36c 

38c 

IIA 

Benefits 

to 

Salary  Less  Absences 

43c 

40c 

IIB 

Benefits 

to 

MES  Less  Absences 

43c 

42c 

IIIA 

Benefits 

Less  Absence  to  Salary 

21C 

27c 

IIIB 

Benefits 

Less  Absence  to  MBS 

21C 

28c 

The  first  pair  of  ratios  indicates  that  the  military  benefit  level 
is  about  right. 

The  second  pair  shows  that  the  military  benefit  package  would  then 

be  too  low..  This  also  shows  that  the  value  of  military  leave  is  less 

1 

than  CS  leave  relative  to  pay. 

The  last  pair  of  ratios  show  as  they  did  in  the  comparison  of  the 
present  system  that  if  all  absences  were  abolished  in  both  systems  the 
military  fringe  benefit  package  would  then  be  better  than  the  CS  package. 


1 The  value  of  military  leave  was  based  on  an  historical  annual  usage 
of  22.2  days  of  the  30  day  entitlement  each  year.  This  value  could 
shift  significantly  in  the  next  few  years  because  of  recent  legislation 
reducing  the  level  of  reln^ursement  for  unused  leave,  it  seems  likely 
that  more  leave  will  be  used  in  the  future  — especially  by  enlisted 
personnel  who  can  no  longer  "cash  in"  unused  leave  at  the  end  of  each 
enlistment. 
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On  balance,  then,  it  appears  that  a guarded  judgment  that  benefit 
levels  are  about  right  may  be  appropriate.  The  appropriateness  of  the 
judgment  is  based  on  the  premise  that  the  ratios  in  Table  3 --  resulting 
from  the  special  case  of  parity  RMC  --  is  acceptable  ,fo r comparing 
benefit  levels.  Ratio  I is  virtually  equal  from  the  final  comparison. 
Ratio  II  is  low  for  military  and  Ratio  III  is  high.  The  different  outcomes 
have  much  to  do  with  the  value  of  leave  and  the  appropriateness  of  using 
comparable  or  equal  MES  as  the  ratio  comparison  base.  Further,  each 
ratio  comparison  sheds  light  on  overall  appropriateness  of  the  benefit 
level. 
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THIRD  QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 


Staff  Research  Paper 

Total  Military  Compensation  Assessment  Methods 
VI.  Conclus ions ; 

• Current  employee  needs  are  satisfied  by  current  pay.  Long 
term  needs  such  as  estate  planning  and  security  are  satisfied  largely 
through  fringe  benefits.  Both  must  be  reflected  in  a competitive  com- 
pensation system. 

• It  is  essential  that  comparable  pay  rates  be  set  if  the  compen- 
sation system  is  to  be  competitive  in  attracting  and  retaining  the  numbers 
and  quality  of  people  needed  in  the  military  force. 

• Pay  comparisons  can  be  made  in  a relatively  precise  way,  and 
estimates  can  be  stated  on  a pay  cell-by-pay  cell  basis. 

• Fringe  benefit  comparison  methodologies  are  less  precise  and 
value  estimates  cannot  be  accurately  applied  on  an  individual  basis.  There- 
fore, such  estimates  should  be  stated  for  the  group  at  large,  and  comparisons 
made  in  the  aggregate. 

• Fringe  benefit  comparisons  in  the  aggregate  arc  too  imprecise  to 
identify  or  set  true  parity  even  thouoh  the  measure  used  may  indicate  parity. 

M The  appropriate  mix  of  pay  and  benefits  within  total 
compensation  can  be  determined  by  the  two  level  comparison. 


• Total  compensation  in  a comparability 'based  system  should  be 
set  using  a two  level  coiq>arison. 

• Three  different  commonly  used  bases  of  benefit  comparison 
produce  different  results.  No  one  measure  is  necessarily  more  correct 
than  the  others.  The  setting  of  the  correct  level  of  benefits  in  the 
total  compensation  comparability  system  still  requires  value  judgment. 

• Under  the  proposed  modernized  pays  and  allowances  system  the 
military  major  benefit  package  will  have  been  reduced  significantly. 

• Simple  adjustment  of  the  pay  component  in  a total  compensation 
system  will  produce  unintended  and  possibly  undesirable  effects  on  the 

level  of  the  benefit  elements  which  are  based  on  them, 

• Within  the  comparability  process,  independent  internal  assessment 

of  the  appropriateness  of  the  level  of  individual  benefits  to  their  intended 
purposes  must  be  made. 

• A quantitative  comparison  of  military  and  Civil  Service  fringe 
benefits  cannot  stand  alone  as  a basis  for  setting  benefit  levels.  A 
careful  assessment  of  private  sector  trends  and  troop  reactions,  and 

recognition  of  the  limits  of  precision  in  fringe  benefit  measurement 
are  probably  more  important.  The  comparison  becomes  a part  of  a 
broader  frame  of  reference  within  which  changes  are  considered. 

VII.  Recommendations ; 

• Adopt  the  two-level  comparison  for  adjusting  total  military 
compensation. 
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• Adopt  a comparability  based  pay  setting  process  to  ensure 
competitiveness  of  military  basic  equivalent  salary  levels. 

• Adopt  an  aggregate  benefit  to  pay  ratio  comparison  process 
for  a quantitative,  comparative  frame  of  reference  within  which  military 
major  benefit  levels  are  set. 


27  August  197.5 
Rev.  27  December,  1976 
Rev.  20  January,  1977 
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r : QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 

! 

TOTAL  COMPENSATION  COMPARISONS 
FOR  MILITARY  AND  FEDERAL  CIVIL  SERVICE 

!’  1 
I 

These  displays  were  prepared  by  the  QRMC  Staff  to  illustrate 
comparison  of  military  and  federal  civil  service  total  compensation. 
They  are  intended  to  provide  a frame  of  reference  in  which  to  view  the 
compensation'  costing  decisions  being  developed  by  the  QRMC  Staff. 


The  basis  for  the  military  estimates  is  the  President's  FY  1976 
budget. 

These  comparisons  display  all  elements  of  military  compen- 
sation. However,  in  Total  Compensation  Comparability  work 
currently  in  progress  in  the  Civil  Service  Commission,  it  appears 
that  practical  comparisons  with  the  civilian  sector  may  only  be 
achieved  for  the  six  major  civil  service  fringe  benefits.  Therefore, 
Total  Compensation  comparisons  are  made  primarily  on  these  six 
benefits  and  their  military  equivalent. 

The  terms  used  are  consistent  with  the  QRMC  working  defini- 
tions, with  Title  3 7 U.S.C.  , and  With  th-  usage  in  the  OMB  series, 
"Man-Years  and  Personnel  Costs  Executive  Branch"  from  which  the 
civilian  terms  were  extracted. 

Appendix  I Comparison  of  Total  Military  Compensation  and  Total 
Civil  Service  Compensation 

Appendix  II  Comparative  Total  Military  Compensation 

Appendix  III  Comparative  Federal  Civil  Service  Total  Compensation 

Appendix  IV  Description  of  Terms 


TAB  A 


I 

I THIRD  QUADRENNIAL  REVIEW  OF  MILITARY  COMPENSATION 


PERCENTAGE  COMPARISONS  OF 
TOTAL  MILITARY  COMPENSATION  AND 
TOTAL  CIVIL  SERVICE  COMPENSATION 


Comparison  of  Salary  and  Major  Fringe  Benefits 

Federal 
Civil  Service^ 

Military  ^ 

Compensation  — 

i * 

I. 

Total  Salary  Payments 

68 

68 

1 

II. 

Major  Fringe  Benefits 

32 

32 

4- 

4 

r 

Total  Compensation 
Comparison 

100.0 

100.0 

Comparison  of  Salary  and  All  Benefits 

Federal 
Civil  Service  “ 

Military  2/ 

Compensation  “ 

I. 

Total  Salary  Payment 

64 

65 

II. 

Major  Fringe  Benefits 

31 

31 

% 

III. 

Premium  Pays 

4 

2 

f 

1 

f 

I 

IV. 

Other  Compensation  Benefits 

2 

2 

Total 

100.0 

100.0 

Data  based  on  FY  1975  Man-Years  and  Personnel  Cost  Report  by 
0MB  18  Dec  1975. 

2/  Data  and  estimates  based  on  FY  1976  DoD  portion  of  the  President's 
budget. 

Note:  Totals  may  not  add  due  to  rounding. 
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lOlAL.MILLlABY  COMPEl^SAi lOW  DISPLAY 
HY_  l976.LiUDOEf  HbflMATE 
(S  MILLKW5) 


ELliMEtii; 

iiUiJ 

r 

YALUE 

$ 

% OF 

s 

% OF 

AMOUNT 

llilAL 

AMOUNT 

total 

A. 

SALARY  PAYMENTS 

l3AbIC  FAY 

51  . 

51  . 

bUbbIbiENCE  (UJIAL) 

6. 

6. 

liAb 

I0S9.4 

1059.4 

IN  i^lNO 

724.5 

724.5 

QUAkTFBb  (TOTAL) 

-2SLL!i^ 

10. 

10. 

BAN 

1786.0 

1 7B6.0 

IN  :(iNn-rA.tiLY  housing 

938.6 

938.6 

IN  KIND- BACHELOR  HOUSING 

191.3 

19  1 .3 

Ei;nEf?AL  TAX  APvANTAGI: 

_lU[k2 

4. 

4. 

.'■ULriARY  EQUIVALENT  SALARY 

21339.4 

70. 

21339.4 

70. 

LESS  military  absences 

-21Q6^ 

7. 

-ZJJ2^4J2 

7. 

BASIC  SALARY*  PAYMENTS 

19233.4 

63. 

19233.4 

63. 

SPECIAL  SALARY  PAYMENTS 

2. 

2. 

lOTAL  SALARY  PAYMENTS 

19896. 1 

65. 

19896. 1 

65. 

t)« 

MAJOR  COMPRNSATION  dENEHITS 

M I LI  1 ARY  ESTATE  TOTAL  1/ 

20. 

20. 

REilREMENT  ANNUITY 

4939.6 

4939.6 

SURVIVOR  benefit  PROGRAM 

1 1 7.0 

117.0 

SOCIAL  SECURITY  OLD  AGE 

BENEFIT  2/ 

734. H 

734.8 

UEAlH  GRATUITY 

9.1 

V.l 

n.i,c,  3/ 

246.5 

24b. 5 

Hl'ALTH  CARE 

1025.0 

3. 

1 I7H.0 

4. 

HEALTli  CARE  ACCRUAL  1/ 

402.0 

1 . 

315.0 

1 . 

anhUai.  leave  Taken 

13/1.9 

4. 

1371  .9 

4. 

4EDICAL  ABSENCES 

362.6 

1 . 

362.6 

1 . 

HOLIDAYS 

1 . 

1 . 

TOTAL  MAJOR  CO’<p  BEiiEFTTS 

• 

9580.0 

31  . 

9o4f).0 

32. 

C. 

PRE*'IUM  FAY  (ATTACHMENT  2) 

502.7 

2. 

502./ 

2. 

n. 

OiHER  COMPENSATION  BENEFITS 

COMN'ISSARY  AND  EXCHANGE  4/ 

1 88.7 

1 8o . / 

SEPARATION  AND  SEVERANCE  PAY 

122.4 

122.4 

jNl-’.tPLoYMENr  COMPEiNSAi  ION 

194.6 

194,6 

!:1jUCA1  ion  ASbl oTANCE 

22.2 

22.2 

FHA  MORTGAGE  INSURANCE 

3.  1 

3.1 

GI  BILL  housing 

— aj. 

iOTAL  t)iHER  Ct)MP  BE.iEFI  TS 

531.7 

2. 

b3l  . / 

2. 

f-. 

lOTAL  compensation 

30510.5 

100. 

.308  /b  ,5 

1 00. 
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Footnotes 


General  Note:  To  the  extent  poss ible«  these  data  are  based  on  man- 
years  and  dollar  estimates  from  the  President's  Budget  for  FY  1976. 
There  are  exceptions  in  the  case  of  certain  in  kind  entitlements  and 
deferred  benefits  for  which  QRMC  staff  research  papers  document  the 
methodologies  used  in  making  these  estimates. 

a.  The  in  kind  housing  estimates  are  based  on  actual  costs  for 
FY  197  5 and  are  based  on  cost  recovery  rates  as  described  in  that 
research  paper. 

b.  Deferred  benefits  are  represented  as  present  values  not 
current  year  disbursements.  For  Death  Gratuity  only,  present  value 
was  treated  as  equal  to  disbursements:  a normal  cost  conept  was  not 
required  because  the  one  time  payment  is  immediate. 

c.  Because  of  the  range  of  uncertainty  in  the  compensation 
value  of  the  health  care  benefit,  a compromise  position  was  developed. 
The  lower  end  of  a range  of  estimates  of  compensation  value,  based 
on  Health  Maintenance  Organization  (HMO)  premium,  represented  by 
the  costs  of  providing  health  care  to  military  benefiaries  is  used 
within  the  comparison  base.  The  difference  between  this  value  and 

the  value  approximated  by  the  Civil  Service  health  insurance  premiums 
for  a plan  similar  to  the  military  health  care  benefit  for  military  bene- 
ficiaries is  included  in  the  institutional  benefit  package  for  recognition 
of  the  military  factor. 


Item 

Compensation 

Comparison 

Base 

Value 

Approx  imate 
Military 
Factor 
Value 

Approximate 

Total 

Compensation 

Value 

Current  Compensation 

1.  178 

7 52 

1,930 

Deferred  Compensation 

182 

490 

672 

Totals 

1,  360 

1,242 

2,  602 

d.  Commissary  and  exchange  estimates  were  based  on  actual 
costs  for  FY  1975. 
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Footnotes  Cont'd 


1 Normal  costs  are  based  on  one  of  the  sets  of  economic  assumptions 
of  the  CSC  Board  of  Actuaries:  (a)  6%  interest  rate;  (b)  3%  pay 
growth:  and  (c)  4%  CPI  growth  which  results  in  a retired  pay 
growth  of  5.2%. 

2 Government  FICA  contribution  less  the  Medicare  portion. 

3 Present  value  based  on  one  year  terrii  insurance  premium  to 
buy  that  coverage. 

4 The  consumption  advantage  is  the  benefit  .;»iat  military  personnel 
receives  from  shopping  in  a commissary  or '■>xchange. 

The  consumption  advantage  or  value  to  the  meir-ber  results  from 
four  aspects  of  these  operations:  Appropriated  Fund  Subsidy; 

Limited  Service/Operating  Standards;  Co-op  Nature  .'>f  Operation; 
and  Minimal  Profit  Policy.  The  latter  three  elements  re  found 
in  both  the  public  and  private  sectors  to  a varying  degree.  Con- 
sumption advantage  produced  by  these  three  elements  is  not  i.ormally 
considered  compensation  in  the  private  or  public  sectors.  In 
addition,  the  consumption  advantage  of  exchanges  is  depressed  by 
markup  policies  to  generate  profit  to  supply  funds  to  Military 
Welfare  and  Recreation  program.  In  FY  1975  this  amounted  to 
$93  million.  The  appropriated  fund  support  of  the  two  systems 
(the  compensation  cost)  is  therefore  treated  as  a proxy  for  the 
compensation  adv?  ntage  value  attributable  to  that  appropriated 
fund  cost. 


Item 


Compensation 
Cost  and  Value 


Range  of 

Consumption 

Advantage 


Commissary 

Exchange 

Comm/Exch  - Accrual 


$125.4 

8.6 

54.7 


$424.  8 - 490.  5 
605.  0 - 804.  8 
312.  4 - 384.  0 


$188. 7 


$1,  342.  2 -I,  67Q.  3 


* Uncertainty  due  to  lack  of  precision  in  available  data  on  DoD 
savings  in  COLA  costs  from  overseas  commissaries  and 
exchanges. 
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SPECIAL  SALARY  PAYMENTS 
(iMilliont) 


Elemerit 

Cost 

Value 

Aviation  Career  Incentive  Pay 

e 

$204.0 

$204.0 

Special  Pay  (Health  Profession) 

118.3 

118.3 

Continuation  Pay  (Nuclear) 

4. 1 

4.1 

Reenlistment  Bonus 

217.7 

217.7 

Enlistment  Bonu^ 

75.5 

75.5 

Proficiency  Pay  (SDA) 

42.3 

42.3 

Other  Special  Pays 

.8 

.8 

Total  Special  Salary  Payments 

$662.7 

$662. 7 

1 


1 


j 


1 


Attachment  1 


PREMIUM  PAYS 
($Millions) 


Element 

Cost 

Value 

Fly  Pay  (Crew  & Non-Crew) 

$ 33.2 

$ 33.2 

Submarine  D’uty  Pay 

24.6 

24.6 

Parachute  Pay 

20.6 

20.6 

Sea  Pay 

29.  1 

29.  1 

Duty  at  Certain  Places 

32.4 

32.4 

Diving  Duty  Pay 

4.0 

4.0 

Demolition  Duty  Pay 

2.5 

2.5 

Other  Premium  Pays  ♦ 

6.3 

6.3 

Pay  for  Unused  Accrued  Leave ^ . 

350.0 

350.0 

Total  Premium  Pays 

$502.7 

$502.7 

I 

Public  Law  93-381,  enacted  14  July  I97b,  places  enlisted  accrued 
leave  payments  on  the  same  basis  as  officers,  but  terminates  all 
payments  for  BAQ  and  BAS,  except  for  a saved  pay  pro/ision, 
effective  31  August  1976.  Cost  and  value  estimates  can  be 
developed  when  implementing  rules  are  completed. 


Attachment  2 


NON-COMPENSATION  BENEFITS  (NB)  DISPLAY^ 
($  MILLIONS) 


Item 

Cost 

Medical  Care  (Servicemember)^ 

$1,396.0 

2 

Medical  Care  (Retirement),  Disability  Associated 

44.0 

Recruiter  Allowance 

4.2 

Dislocation  Allowance 

55.5 

Survivor  Benefit 

a.  Member  Contribution 

Offset  to  SBP 

b.  Social  Security 

Offset  to  SBP 

Home  Owner  Assistance  Program 

0.0 

SGLl  (Extra  Hazard  Premium) 

O.C 

Clothing  Issues  and  Maintenance  Allowance 

308.2 

Personal  Money  Allowance 

. 2 

Retirement  (Accruals- -Percent  of  Disabilitv) 

336.8 

Family  Separation  Allowance  Type  I 

4.6 

1 

Itemi  coniidered  by  the  QRMC  but  classified  as  not  compensation.  The 
list  includes  "benefits"  of  kinds  treated  as  "benefits"  but  not  "compensa- 
tion" by  some  civilian  employers.  In  addition,  it  includes  reimbursement 
type  items  and  personnel  related  cost  items  which  neither  private  sector 
employers  nor  the  Civil  Service  Commission  treat  as  "benefits". 

2 

Representation  of  initial  Study  Group  position  that  "on  the  job"  health 
care  is  not  compensation. 


2-1 


Cost  of  Living  Allowance 


75.  0 


Station  Housing  Allowance 

87.  1 

Temporary  Lodging  Allowance 

33.8 

Temporary  Lodging  Facility /Quarters 

Data  Not  Available 

Separation  Travel  and  Transportation 
Allowance 

265.  5 

Enlisted  Aides 

4.  5 

1 

Education  Assistance  (Service  Related) 

6,  874.  1 

Education  Assistance  (Non-Service  Related) 

5.  9 

GI  Bill  Education  (In-Service) 

106.  7 

GI  Bill  Education  (Post-Service) 

Data  Not  Available 

Total  $9,  602.  1 


1 

Includes:  Recruit  Training  $1,290.2 

Officer  Acquisition  Training  357,  7 

Specialized  Skill  Training  3,552.2 

Flight  Training  1,  154.  1 

Professional  Development  Education  519.9 


Total  $6,874.1 
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FEDERAL  CIVIL  SERVICE 
TOTAL  COMPENSATION  DISPLAY 


FY  1975  Agency  Costs 

Cost  and  Value 

Percent 

($  Millions) 

of  Total 

L Basic  Salary  Payments 

$36,345.4 

. 

Less  Absences 

(5,943.  1) 

Total  Basic  Salary  Payments 

30,402.3 

64 

II.  Major  Compensation  Benefits 

Estate  Program  (Attachment) 

8,218.9 

17 

Health  Insurance^  758.  5 2 


Health  Insurance  Accrual 


Data  Not  Available 


Annual  Leave  Used 


3,395.3 


7 


Holidays  Taken 


1,204.3 


3 


Medical  Absences  1, 343.  5 3 

Total  Major  Compensation  Benefits  14. 920. 5 31 

III.  Premium  Pays  Total  (Attachment)  1, 935. 8 4 


rv.  Other  Compensation  Benefits 
Federal  Employment 
Compensation  Act 
Unemployment  Compensation^ 
Suggestion/Superior 
Performance  Awards 

2 

Education  Assistance  ^ 

Commissary  and  Exchange  Benefits'^ 
Other  Benefits  ^ 


184.7  <1 

Date  Not  Available 

23.  5 < 1 

Data  Not  Available 
Data  Not  Available 
353.6  <1 


Total  Other  Benefits  561.8  1 

Total  I thru  IV  $47, 820,4  JOO 


1.  Does  not  include  direct  health  care  benefits,  which  are  not  treated  as 
compensation  by  Civil  Service  Commission. 

2.  Data  not  available;  not  treated  as  compensation  by  Civil  Service  Commission. 

3.  Use  of  military  commissaries  and  exchanges,  generally  overseas,  and 
embassy  stores  not  treated  as  compensation  by  Civil  Service  Commission, 

4.  Includes  Relocation  expenses  (real  estate  fees,  house  hunting  trips,  etc. ) 
Special  Welfare  plans.  Contribution  to  host  country  social  security  plans  for 
non-citizen  U.  S.  employees,  and  Postal  Service  contributions,  etc. 


Apoendix  III 


CIVIL  SERVICE  ESTATE  PROGRAM 


Item 

Cost  ($  Million) 

Retirement  Annuity^ 

$7,901.5 

Severance  Pay  (Included  in  retirement  annuity) 

-0- 

Survivor  Benefit  Program  (included  in 
retirement  annuity) 

-0- 

Social  Security  Retirement  Annuity^ 

95.  5 

Life  Insurance 

221.9 

Total 

$8,218.9 

CIVIL  SERVICE  PREMa’M  PAYS 

($  Millions) 

Overtime 

$1,174.9 

Holiday  Pay 

164.5 

Sunday  Pay 

135.8 

Nightwork 

237.3 

Hazardous  Duty 

31.8 

Post  Differential 

31.9 

All  Other 

159.6 

Total  Premium  Pays 

$1,935.8 

I 28.77'  X basic  salaries  minus  1%  employee  contribution.  Normal 
costs  based  on  (a)  67  Interest  Rate;  (b)  37'  Pay  Growth  and  (c)  47r 
CPI  Growth  which  results  in  a retired  pay  growth  of  5.27^. 

Source:  Fifty-Second  Annual  Report  of  the  Board  of  Actuaries  of 
the  Civil  Service  Retirement  System.  House  Doc  94-203, 
July  8,  1975,  p9. 

^ Government  FICA  contribution 
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Total  Military  Compensation  Display 
Description  of  Terms 


Allowance  An  indirect'or  contingent  remuneration 

^which  may  or  may  or  may  not  be 
earned,  and  which  is  sometimes  in  the 
nature  of  compensation  and  sometimes 
in  the  nature  of  reimbursement. 

.Annual  Leave  Used  The  portion  of  accrued  annual  leave 

used  by  military  personnel. 

Aviation  Career  Incentive  Payment  to  regular  and  reserve  offi- 

cers who  hold,  or  are  in  training 
leading  to,  an  aeronautical  rating  or 
designation  and  who  engage  and 
remain  in  aviation  service  on  a career 
basis.  This  is  an  incentive  pay. 

Allowance  to  which  military  personnel 
on  active  duty  and  drawing  basic  pay 
are  entitled  except  when  Government 
quarters  are  provided.  The  amount 
is  determined  by  dependency  status. 


BAQ  (Basic  Allowance  for 
Quarters) 


BAS  (Ba  sic  Allowance  for  Allowance  to  which  all  officers,  com- 

Subsistence)  missioned  and  warianc,  on  active  duty 

and  drawing  basic  pay  are  entitled, 
and  which  is  authorized  to  enlisted 
members  when  a Government  mess 
is  not  available  or  when  permission 
' is  granted  to  mess  separately.  * 

Basic  Pay  Principal  element  of  military  compen- 

sation paid  to  all  military  personnel, 
with  amount  determined  by  grade  and 
total  years  of  service.  li  is  pay- 
ment for  services  rendered  or  time 
worked. 
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Basic  Salary  Payments 


Commissary 

Subsidy 


Continuation  Pay  (Nuclear) 


Death  Gratuity 


Demolition  Pay 


Die  (Dependency  and 
Indemnity  Compensation) 


Diving  Duty  Pay 


The  total  of  basic  pay,  BACi,  BAS  and 
tax  advantage  less  the  RMC  value  of 
annual  leave  taken,  holidays  taken, 
and  medical  absence. 


¥ 

That  proportion  of  appropriated  fund 
support  for  commissaries  which 
results  in  a consumption  advantage  to 
military  personnel. 

Payment  and  bonus  to  nuclear-qualified 
Naval  officers  and  enli-sted  member  for 
agreement  to  continue  on  active  duty. 
This  is  an  incentive  pay. 

Payment  to  assist  survivors  of  active 
duty  service  members  with  immediate 
unforeseen  expenses  caused  by  (he 
death  of  the  member. 

Payment  to  military  personnel 
involved  in  the  demolition  of  explosives 
as  a primary  duty  or  in  training  for 
that  duty.  This  is  an  incentive  pay 
for  hazardous  duty.  ' 


payment  to  provide  one  year  term  insurance 
type  protection  of  all  survivors  of  men  killed 

in  the  service  of  their  country  and  to  insure 
protection  of  the  member  and  survivors  after 
separation  from  the  service  in  cases  where 
• service-connected  disabilities  have  impaired 
insurability. 

Pay  to  military  personnel  assigned  by 
order  to  the  duty  of  diving.  This  is 
an  incentive  pay. 


Duty  at  Certain  Places 


Enlistment  Bonus 


Family  Separation 
Allowance 


FICA  (Federal  Insurance 
Contributions  Act) 

Flight  Pay  ( Crew  & Non- 
Crew) 


F ringe  Benefit 


Health  Care 


Health  Care  Accrual 


Holidays  Taken 

Hospital  and  Medical 
Insurance  (FICA) 
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Pay  to  military  personnel  while  on 
duty  at  designated  places  oulsUe  U.'c 
48  contiguous  States  and  the  District 
of  Columbia. 

Payment  to  enlisted  members  who 
enlist  or'extend  their  initial  period  of 
active  duty  in  a designated  skill  to  a 
total  of  at  least  four  years. 


Allowance  authorized  to  military  per 
sonnel  to  reimburse  extra  expenses 
incurred  as  a result  of  separation 
from  his  family. 


Employers  contribution  to  FICA  taxes. 


Payment  to  enlisted  crow  members 
and  to  officer  and  enlisted  non-crew 
members  involved  in  aerial  flirht. 

This  is  an  incentive  pay  for  hazardous 
duty. 

A financial  advantage  to  a service 
member  which  is  a compensation  item 
and  is  provided  as  an  addition  to  tht^ 
military  equivalent  of  civilian  salary 
or  wages  and  to  special  or  premium 
pays.  A specific  fringe  benefit  is  not 
necessarily  received  by  or  even  avail- 
able to  all  service  members. 


Compensation  portion  of  "Medical  Care" 
program  for  Active  Duty  members  and  their 
dependents.  See  Medical  Care  definition  below. 

Present  group  value  of  deferred  compensation 
portion  of  "Medical  Care"  program  for  active 
duty  members  and  their  dependents  after  they 
retire. 

, The  portion  of  Federal  hclidays  taken 
by  military  personnel. 

This  portion  of  FICA  taxes  attributed  to  Medicare 
for  the  aged.  Other  health  programs  are,  however 
actually  funded  from  the  program,  including  Black 
Lung,  Kidney  Dialysis  and  Kidney  Transplant 
programs. 


Life  Insurance  Items 


Medical  Absence 
Medical  Care 


Military  Estate  Program 


Non -Compensation 
Benefit 


Other  Premium  Pays 


Other  Separation  Pays 


Sum  c!  items  which  provide  life 
insurance  protection  for  service 
member  deperdents,  i,  e. , SGLI, 
Die,  and  Death  Gratuity. 

The  days  absent  from  work  by  mili- 
tary personnel  for  medical. reasons. 

r 

Medical  care  for  military  personnel, 
dependents,  and  retired  personnel  in 
military  facilities  and  under  the 
CHAMPUS  plan. 


Sum  of  Retirement  Annuity,  SBP,  Death 
Gratuity,  DIG  and  SGLI  (currently  no  cost 
to  the  Government). 


The  sum  of  advantages  to  a service 
member  or  dependent  which,  when 
available,  is  not  an  item  of  compensa- 
tion, but  is  provided  due  to  a moral  or 
other  obligation  of  the  Government. 

The  total  includes  uniform  alio.wances, 
overseas  allowances,  family  separa- 
tion aliowances,  and  personal  money 
allowances. 

The  sum  nf  self-propelled  submersible 
duty  pay,  leprosy  duty  pay,  pressure 
chamber  dut/  pay,  acceleration  or 
decele  ration  experimental  duty  pay, 
thermal  stress  du*y  pay,  and  carrier 
flight  deck  duly  pay.  These  are  incen- 
tive pays  for  hazardous  duty. 

Includr.s  leave  pay  and  sepa- 

ration doratioua  to  enlisted  members. 
MIA-KI.\  leave  pay  is  separately 
accounted  for  because  mer.'uers  is 
minsing  status  are  allov.'«td  to  accumu- 
late more  leave  man  active  duly  mem- 
bers, who  are  limited  to  60  days  at  the 
end  of  each  iiscr*.  year. 
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other  Special  Pays 


Includes  a speci  al  pay  not  otherwise 
accounted  for.  Currentjy  includes  only 
hostile  fire  pay. 

Overseas  Allowances  Non-cempen-jation  benefit,  paid  to  mili- 

tary personnel  which  result  from 
being  stationed  outside  the  L^nited 
States.  Includes  Housing  and  Cost-of- 
Living  Allowance,  Interim  Housing 
Allowance,  Temporary  Lodging  Allow- 
ance, and  Evacuation  Allowance  Pay- 
able to  Dependents. 

Parachute  Pay  Payment  to  military  personnel  involved 

in  parachute  jumping  ?s  an  essential 
part  of  military  duty.  This  is  an 
incentive  pay  for  hazardous  duty. 


Pay  for  Unused  Accrued 
Leave 


Payment  to  military  personnel  upon 
■separation  from  military  service  for 
the  unu.sed  accrued  annual  leave. 


Personal  Money  Allowance  Allowance  to  0-9  and  0-10  i.>riTv.cr  s to 

partially  reimbi^rse  unusual  personal 
expenses  incurred  in  the  performance 
of  their  official  duties. 

Proficiency  Pay  (SDA)  Payment  to  enlisted  personnel  in  cer- 

tain special  duty  assignments  outside 
their  normal  career  field. 

Quarters  in  Kind  Quarters  provided  by  the  Government, 

to  those  who  do  not  receive  full  BAQ 
under  the  current  compensation  system. 


Readjustment  Pay  Payment  to  members  of  the  Reserve 

Conr.ponenent.s  who  are  involuntarily 
released  from  active  duty  after  having 
connpleted  aMeast  i years  oi  contin- 
' UOU8  active  duty. 


Reenlistment  Bonus 
(Sele  ctive ) 


Payment  to  enlisted  members  upon 
reenlistment  in  designated  critical 
military  skills. 
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Regular  Military 
Compensation 

Retirement  Annuity 

Sea  Pay 
Severance  Pay 

SGLI  (Hazard  Premium) 
(Servicemen's  Group  Life 
Insurance ) 

Social  Security  (FICA) 
Special  Pays 


' The  total  of  the  following  elements  of 
compensation  that  a member  of  a uni- 
formed service  accrues  or  receives, 
directly  or  indirectly,  in  cash  or  in 
kind  every  payday;  basic  pay,  basic 
allowance  for  quarters,  basic  allow- 
ance for  subsistence,  and  Federal 
income  tax  advantage  accruing  to  the 
aforementioned  allowances  because  they 
are  not  subject  to  Federal  income  tax. 

Normal  cost  of  retirement  benefits  based 
on  economic  assumptions  shown. 

Payment  to  enlisted  members  while  on 
sea  duty. 

Paymencs  to  Regular  officers  separated 
for  non-promotion,  unsatisfactory  per- 
formance, or  reductions- in- force  and 
payments  to  service  members  separated 
beraiier  of  disability,  but  having  leot 
than  30'"o  disability. 


Government  paym/ent  of  any  extra 
hazard  on  SGLI.  Nothing  is  budgeted 
for  FY- 1976. 

That  portion  of  FICA  ta.xes  attributed 
to  Social  Security. 

Taxable  cash  pays  that  ritpend  on  spe- 
cial occupational  qualifications  or  duly 
performance,  either  .special  salary 
pays  or  premium  pays. 
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Special  Pay  (Health 
Professionals) 


Special  Salary  Payments 


Submarine  Duty  Pay 


Subsistence  In  Kind 


Survivor  Benefit  Program 
(SBP) 


Payments  and  bonuses  to  medical  offi- 
cers (physicians,  optometrists,  den- 
tists, and  veterinarians).  This 
includes  special  pay  for  physicians, 
dentists,  optometrists,  and  veteri- 
narians: continuation  pay  for  physicians 
and  dentists;  and  variable  incentive 
bonus  for  physicians  who  execute 
active  duty  agreements. 

The  special  pay  portion  of  certain  ser- 
vice member's  pay  which  would  be 
included  in  the  salary  of  a comparable 
civilian  doing  the  same  job. 

Payment  to  officer  and  enlisted  sub- 
marine crew  members.  This  is  an 
incentive  pay  for  hazardous  duty. 

Food  provided  in  Government  messes  to  those 
who  do  not  receive  BAS  under  the  current 
compensation  system. 

Present  group  value  of  privilege  of  electing 
SBP  coverage  for  survivors  during  retirement 
years.  Value  is  net  of  retired  member's 
contributions  to  the  plan. 


Tax  Advantage  Estimate  of  Federal  income  tax  advan- 

tage accruing  to  service  member 
because  BAQ  and  BAS  are  not  subject 
to  reders!  •'’come  Computst?  .s 

the  amount  of  mo.ney  which  must  be 
added  to  a member's  pay  to  yield. to 
the  member  the  san»c  "take- home- pay" 
under  the  assumption  that  all  portions 
(base  pay,  BAQ, ' BAS,  and  tax  advan- 
tage) of  the  member's  pay  is  subject 
to  Federal  income  tax. 

Total  Salary  Payments  Sum  total  of  basic  and  special  salary 

payments. 

Unemployment  Compensaticn  Reimbursements  to  individual  states 

for  unemployment  compensation  pay- 
ments they  make  to  ex-service  mem- 
bers. 
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TOTAL  COMPENSATION  COMPARISONS  FOR 
MILITARY  AND  FEDERAL  CIVIL  SERVICE 


These  abbreviated  displays  reflect  actual  and  proposed  changes 
to  the  military  and  civil  service  compensation  systems.  The  retire- 
ment annuity  amount  is  changed  in  both  the  CS  and  military  displays  to 
reflect  the  recent  change  in  law  which  replaced  the  1%  kicker  in  the 
CPI  adjustment  process  to  retired  pay  with  a semiannual  adjustment. 

The  military  display  presents  total  compensation  under  a modernized 
pays  and  allowances  system. 


Appendix  1 Abbreviated  Totai  Military  Compensation 
Appendix  II  Abbreviated  Federal  CS  Total  Compensation 


ABBREVIATED 

TOTAL  MILITARY  COMPENSATION  DISPLAY  FOR 
MODERNIZED  PAYS  AND  ALLOWANCES  SYSTEM 
($  Millions) 


Element 


Dollars 


Salary  Payments 

Basic  Pay  13,543.5 

Subsistence  2,  822.  5 

Quarters  5,  1 10.  7 

Federal  Tax  Advantage  1,  985.  8 

Military  Equivalent  Salary  23,  462.  5 

Less  Military  Absences  2,  278.  8 

Basic  Salary  Payments  21,183.7 

Special  Salary  Payments  680.  2 

Total  Salary  Payments  21,863.9 


Major  Compensation  Benefits 

Military  Estate  Program  4,248.4 

Health  Care  1, 312.  3 V 

Health  Care  Accrual  342.0 

Annual  Leave  Taken  1,487.2 

Medical  Absences  390.8 

Holidays  400. 8 

Total  Major  Compensation  Benefits  8,  181.5 


The  Compensation  Value  of  Health  Care  for  FY  77  was  estimated  by 
applying  the  percentage  increase  which  occurred  in  overall  Health 
System  costs  from  FY  76  to  FY  77.  (Health  Care  System  costs 
increased  from  $3.  492B  in  FY  76  to  $3.  889B  in  FY  77  or  11.4%. 
Therefore,  the  compensation  value  of  Health  Care  in  FY  76  ($1.  178B 
--  See  TAB  A)  was  increased  by  11.4%  to  derive  estimate  of  $1.  31 2B 
in  FY  77. 

Reflects  estimated  FY  77  health  care  costs. 


Appendix  1 


^ Ihe  retirement  annuity  portion  decreased  from  $8. 555.6m  to  $6.8«®7.0M 
due  to  replacement  of  the  kicker  In  the  CPI  adjustment  process  to 
retired  pay. 
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Does  not  Include  direct  health  care  benefits,  which  are  not  treated 
as  coe5>ensatlon  by  the  Civil  Service  Connlsslon. 

APPE.TTX  II 


VARIABILITY  IN  ESTIMATES  OF  DEFERRED  BENEFIT  VALUE 


A.  General . This  paper  explores  medical  and  estate  benefit 
valuations  thus  showing  why  precision  is  limited  at  best  and 
breaks  down  as  smaller  and  smaller  subsets  of  a population 
have  values  estimated  for  them.  The  following  contrast 
between  pay  and  benefit  dollars  provides  some  points  to  keep 
in  mind  as  the  rest  of  this  paper  is  read. 

Contrasting  "Pay"  Dollars  and  "Benefit"  Dollars 


Pay  Dollars 
Immediate  payment 

Time  preference  for  money 
is  not  a factor 

Satisfies  recurring 
short-term  needs 

Uniform  payments  by  pay 
cell 

Payment  is  certain 

Individual  precision 
Accurate 


Benefit  Dollars 

Deferred, requiring  use  of  pre- 
sent value  techniques  to  mea- 
sure time  preference  for  money 

Time  preference  for  money 
varies  by  age,  income,  and 
education.  It  also  varies 
among  individuals  in  any  of 
these  categories 

Satisfies  intermittent  long- 
term needs 

Value  received  varies  widely 
among  individuals  within  a 
pay  cell 

Receipt  is  based  on  contingent 
probabilities 

Group  averages 

Modeling  uncertainty  which 
can't  be  predicted  with 
reliability 


TAB  c 
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B.  Medical  Care. 

1.  Military  - considerable  difficulty  was  experienced  in  developing 
a method  that  had  general  acceptance.  The  low  end  of  a range  of  estimates, 
using  Health  Maintenance  Organization  (HMO)  premiums  based  on  DoD  costs 
of  providing  military  medical  care,  was  adopted  for  use  in  the  total  com- 
pensation comparison  base.  The  result  was  a current  health  care  value  of 
$1,178  million  and  a deferred  value  of  $315  million.  Proration  on  a pay 
grade  basis  could  be  accomplished  in  several  ways  all  of  which  have  critical 
simplifying  assumptions.  The  methods  are: 

a.  Current  Health  Care  - the  $1,178  M aggregate  value  could  be 
prorated  to  individuals  two  ways: 


Single 

I 

Jiarried 

II 

Overall 

Member  only 

$ 188 

$ 188 

$ 188 

Member's  dependents 

- 

$ 664 

$ 375 

Total 

$ 188 

$ 852 

$ 563 

The  Overall  method  is  weighted  by  the  percentage  of  the  force  that  is 
married.  Therefore,  $563  is  the  average  value  for  current  health  care  for 
all  members.  That  number  would  not  have  much  credibility  for  a particular 
pay  grade,  however,  because  the  percentage  of  those  having  dependents  varies 
significantly  by  pay  grade.  Using  weighted  averages  for  a particular 
pay  grade  would  still  produce  a valuation  that  looks  too  high  for  bachelors 
and  too  low  for  married.  Finally,  because  the  benefit  is  not  optionally 
purchased  at  the  discretion  of  the  individual,  as  it  is  in  the  Civil  Service, 
the  values  are  also  too  high  for  those  who  are  healthy  and  too  low  for  those 


most  infirm. 


b.  Deferred  Health  Care  - A present  value  for  promised 
health  care  in  retirement  contingent  upon  achieving  retirement  has  to 
be  calculated  using  actuarial  techniques.  Some  aspects  of  this  program 
are  discussed  later. ^ The  health  care  accrual  for  one  year  is  $315  M. 

This  accrual  divided  by  the  nuiier  on  active  duty  with  less  than  20  years 
of  service  yields  a per  capita  benefit  of  $158  per  year.  Since  the  en- 
tire benefit  is  earned  in  20  years,  nothing  is  prorated  to  those  with 
over  20  years  of  service. 

In  addition  to  the  complexities  of  present  value  determination, 
attribution  to  the  individual  active  duty  member  has  the  same  complexities 
and  problems  of  credibility  or  appropriateness  as  described  for  the 
current  benefit.  Further,  because  the  probability  of  continuing  to  retire- 
ment increases  as  service  years  increase  the  value  for  new  entrants  can 
be  viewed  as  too  high  and  for  those  approaching  20  years  of  service  too  low. 

2.  Civil  Service  - the  government  contributes  $1,009.6  million  of  the 
health  insurance  premiums  of  those  actively  employed.  These  costs  are 
borne  by  the  employing  agency,  and  the  amount  actually  contributed  to  each 
employee  depends  on  his  personal  decision  on  whether  or  not  to  take  the 
benefit,  what  level  of  benefit  to  take,  whether  to  take  single  or  family 
coverage  and  what  insurance  company  to  use.  Annuitants  also  receive  the 
same  type  discretionary  benefit,  but  the  government  cost  is  borne  by  the 
CSC  rather  than  the  employing  agency. 

^ Fuller  discussion  of  achieved  valuation  techniques  and  allocation  to 

individuals  is  in  the  QRMC  Staff  Research  Papers  "Military  Estate  Benefits 

18  October  1976,  "Health  Care  Benefit  Compensation  Cost,"  12  September 
1975  (Rev  19  Mar  1976),  and  "Allocation  of  Deferred  Supplemental  Benefits, 

19  November  1975. 
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a.  Current  Value  - in  FY  1976  the  value  of  the  current  benefit 
for  active  employees  could  range  from  nothing  if  coverage  was  not  elected 
to  the  high  option  family  plan.  Based  on  the  total  number  employed,  the 

Overall  average  value  was  $407/year.  This  amount  will  not  have  much  j 

credibility  because  it  will  be  too  low  for  many  and  too  high  for  meiny  others, 

depending  on  individual  pay  grade,  salary,  longevity  and  marital  status.  ; 

For  instajice,  a female,  GS-2,  could  be  married  to  a privately  employed 

business  man  who  earns  $50,000  per  year.  She  could  elect  the  high  option 

family  plan  for  her  family.  Conversely,  a GS-l8  may  decide  to  not  elect 

coverage  at  all.  The  $407  per  capita  value  is  thus  only  a.i  approximation 

for  the  force  at  large.  Finally,  civil  servants  have  a direct  care,  in-kind 

health  care  benefit  which,  while  not  used  uniformly  over  the  work  force,  is 

significant.  No  data  is  available  on  its  cost,  and  the  Civil  Service 

Commission  does  not  treat  it  as  compensation.  Thus,  anj’’  approximation 

based  on  the  Insurance  program  will  be  low. 

b.  Deferred  Value  - the  Civil  Service  Commission  has  estimated 
that  the  current  average  cost  per  participating  annuitant  is  $44o  per  year 
and  that  95^  of  eligible  annuitants  participate.  The  CSC  has  not  calculated 
a present  value  of  this  deferred  benefit  for  an  active  employee,  and  this 

part  of  the  medical  benefit  is  not  included  in  their  cui'T"ent  calculations  ( 

of  total  compensation.  The  present  value  of  this  benefit  would  probably  be 
less  than  $50  per  year.  j 

3.  Suimnary  of  Medical  Care  Valuations  - Comparisons  using  these 
valuations  are  not  symmetrical.  The  CS  health  insurance  benefit  is  based 
on  optional  coverage  and  has  a definite  dollar  value  that  is  visible  to 
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those  who  elect  it.  The  military  in-kind  medical  benefit  is  available 
regardless  of  member  election,  and  imposed  upon  the  active  member  himself, 

^ and  the  actual  value  to  a member  is  determined  by  the  state  of  his  and  his 

family's  health.  For  the  current  medical  benefit,  a different  military 
\ benefit  value  can  be  estimated  by  pay  grade  based  on  family  size,  but, 

on  the  CS  side,  only  a per  capita  value  for  the  group  at  large  is  deter- 
minable. For  the  deferred  medical  benefit,  a methodology  does  not  exist 
for  estimating  a present  value  for  CS  while  two  methods  are  available  for 
the  military.  In  short,  precision  is  lacking  in  stating  the  value  of  the 
medical  care  benefit  at  the  pay  grade  level. 

C.  Estate  Items. 

Most  of  the  attention  in  QRMC  Study  Group  deliberations  and  in  research 
papers  on  deferred  benefits  was  directed  toward  selecting  the  most  appro- 
priate actuarial  technique  and  economic  assumptions  for  calculating  present 
values  of  deferred  benefits  which  could  be  used  in  making  comparisons. 

The  "Entry  Age  Normal"  technique  was  chosen  because  it  is  widely  used,  it 
is  used  by  the  CSC,  and  reasonable  methodological  symmetry  could  be 
achieved  in  comparing  the  military  and  civil  service  benefits.^ 


Other  normal  cost  methods,  such  as  the  "unit  credit"  method,  may  more  appropriately 
represent  the  present  value  by  year  of  service  in  the  military  "up-or-out" 
personnel  management  system  because  it  attributes  proportionally  lesser  values 
to  early  years  and  greater  values  to  later  years  of  service.  The  QRMC  Staff 
\ was  unable  to  surmount  problems  of  sjTranetrical  modeling  for  the  Civil  Service 

or  private  sector.  The  selection  of  such  a normal  cost  methodology  would  have 
great  significance  in  the  DoD  proposed  accrual  budgeting  scheme,  particularly 
if  the  retirement  systems  affected  were  actually  funded. 
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The  question  of  economic  assumptions  resolves  reasonably  well  by  insuring 
that  identical  assumptions  are  used  in  all  comparative  analysis.  It  is 
reiterated  that  any  method  of  expressing  contingent  deferred  benefits  is 
less  than  perfect  when  viewed  from  an  individual's  point  of  view.  These 
considerations  were  described  in  the  Staff  Research  Paper  on  Estate 
Benefits,  and  include  different  time  preferences  for  money  and  different 
likelihoods  of  continuing  to  retirement.^  These  considerations  loom  large 
but  the  question  of  precision  of  valuations  between  military  and  Civil 
Service  for  purposes  of  comparison  also  requires  discussion. 

2.  Modeling  Considerations  - the  valuation  result  from  the  "entry  ‘ 
age  normal"  technique  is  a "normal  cost  percentage"  which  when  applied 
to  basic  pay  yields  the  present  value  of  the  retirement  or  other  deferred 
benefit.  This  calculation  is  highly  sensitive  to  the  pattern  of  normal 
pay  progression  during  a career  and  general  pay  raise  assumptions.  Pay 
raise  assumptions  are  Included  in  the  economic  assumptions  so  that  aspect 
of  the  problem  need  not  be  discussed  here.  Normal  pay  progression  for 
military  and  Civil  Service  forces  requires  amplification. 

If  one  assumes  the  same  lifetime  retirement  payout  and  the 
same  lifetime  active  earnings,  a front-loaded  and  a back-loaded  basic  pay 
egression  over  a career  will  yield  different  normal  cost  percentages 

refore  different  present  values.  A front-loaded  basic  pay  progression 
ch  pay  rates  are  relatively  high  in  the  early  years,  will  yield  a 
lower  normal  cost  than  a back- loaded  progression  in  which  the  early  year 


^ QRMC  Staff  Research  Paper,  "Military  Estate  Benefits"  18  October  1976. 


7 


earnings  are  relatively  lower.  This  will  be  true  because  the  early  year 
contributions  to  a "retirement  fund"  can  accumulate  more  interest  before 
they  must  be  paid  out  as  annuities  than  do  contributions  from  the  later 
years  just  before  the  payment  begins.  Stated  another  way,  the  steeper  the 
normal  payline  over  a career,  the  hi^er  the  normal  cost  percentages. 

One  would  expect  the  pattern  of  the  normal  military  payline  to  be  steeper 
than  that  of  the  normal  CS  payline*  The  military  career  has  to  be  shorter 
and  virtually  all  military  personnel  must  enter  the  force  at  the  bottom, 
while  lateral  entry  into  civil  service  employment  is  common  and  servi(?e  to 
the  end  of  a normal  working  life,  60  to  65  years,  is  permitted. 

The  current  pattern  of  military  basic  pay  growth  associated  with 
normal  promotion  and  longevity  increases  for  the  military  was  modeled 
using  an  actual  survey  of  personnel  records  by  years  of  active  military 
service  to  calculate  average  basic  pay  received  for  each  year  of  service 
for  both  officers  and  enlisted. 

For  the  basic  salary  growth  of  the  civil  service  associated  with 

normal  promotion  and  step  increases, the  CSC  Board  of  Actuaries  judged  that 

it  could  best  be  approximated  by  using  a pattern  of*  2 to  2 1/2'?^  increases 

in  salary  each  year  with  the  higher  increases  occurring  in  the  early  years 

of  employment.  If  the  military  progression  were  stated  in  the  same  way,  it 

would  be  an  average  percentage  increase  of  4.6^  per  year  for  enlisted 

1 

personnel  euid  3.9^  per  year  for  officers  over  a 30  year  career. 

^ See  the  discussion  and  diagrams  in  Appendix  I of  the  QRMC  Staff  Research 
Paper  "Military  Estate  Benefits,"  18  October  1976. 


8 


If  the  modeling  of  the  two  pay  progressions  is  in  error  hy  only 
1/2  of  1 percent,  the  normal  cost  could  easily  swing  by  12  to  20  percent. 
Thus,  if  the  calculated  normal  cost  percentage  was  25^  and  if  a salary  were 
$20,000,  the  present  value  of  the  retirement  benefit  would  be  estimated 
as  $5,000.  However,  if  we  are  convinced  that  a ,5lo  error  in  modeling  the 
pay  progression  might  have  occurred,  the  benefit  would  be  better  repre- 
sented as: 


5,000  ± $600  to  1,000  or  $4,000  to  $6,000.  This  discussion 

is  presented  so  that  all  recognize  the  extreme  sensitivity  of  results  to 

inputs  from  two  diverse  sources — military  and  civil  service. 

The  influence  of  these  payline  considerations  become  even  more 

evident  as  one  considers  alternative  compensation  systems  which  restructure 

basic  pay.  The  modeling  accuracy  of  retirement  valuations  probably  would 

not  change  much  if  the  entire  basic  pay  table  is  shifted  up  or  down  in 

its  present  pattern.  However,  when  the  pattern  of  pay  progression  changes 

in  a material  way,  the  retirement  valuation  results  are  affected.  For 

example,  the  staff  performed  two  valuations  of  RMA,  one  under  the  current 

basic  pay  pattern  and  one  which  used  the  pay  pattern  for  the  modernized 

1 

pays  and  allowances  system.  The  results  were; 

normal  Cost  Percentage  of  Basic  Pay  of 
RMA  bhder  Two  Basic  ftiy  Patterns 


Basic  ftiy  Pattern 
Current  Mod  Panel  A 

Percent 

Change 

Enlisted 

21M 

20.00% 

-B.7% 

Officer 

23.3 

27.58 

+18.4 

All 

22.3 

22.45 

-.7 

^ See  QRMC  Staff  Research  Paper  "Modernized  Pay  and  Allowances  System", 
12  November  1976  (Rev  15  January  1977). 


